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Logic of Public Distribution 


r , BHaBaTOSH DATTa 

It was only to be ejected that the proponents of 
cf food security through inports, who are encouraged by 
the undeniable fact of the rising trend in domestic 
production, would now press for dismantling the public 
distribution system. The domestic production of food grains, 
though still below the peak output of 152.37 million tonnes 
reached in 198 3-84, -should reach 180 million tonnes ..by the 
end of the seventh plan though the 1985-86 output is likely 
to be short of the target of 159 million tonnes by about 
11 million tonnes. Sven with the present levels of output, 
with equitable inter-regional and inter-personal distribu- 
tion, no one in India should remain underfed, according to 
our standards. Those in favour of food inports argue, 
however, not only for occasional reliance on foreign 
supplies in th e years of short production, but also for a 
reduction in the application of resources for foodgrains 
production a n d the use of the released resources for 
producing goods wnich couici oe traced for food. 

The dangers of such a policy have already been 
enphasised in a previous article (Business Standard July 3, 
1986) . The argument for abolishing the public distribution 
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system stands on the faith that India will not suffer 
from any shortage in food availability, when domestic 
production and irrports are taken together. Therefore, 
the economy can rely on the market forces to ensure that 
amount of food production which the system would make 

profitable to produce and also to ensure that the 
supplies reach all consumers, who will of course have to 
pay the prices established in the market. 

The argument derives its support from the fact that, 
historically, public distribution in its major form of 
rationing and controlled prices has been connected with 
sustained periods of shortages in supply. The case best 
known to us is the War-time rationing of essential food 
and clothing in the United Kingdom, which continued for a 
few years after the conclusion of the Second World War. 

The British were essentially dependent on irrported wheat 
and meat and the supplies available had to be largely 
directed to the fighting forces, hnd the total available 
supply was seriously affected by the disruption of the 

iers of meat and the British 
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introduced and the available supplies were equally 
distributed among all. There were occasional reports of 
black markets and of "teddy- boy ” trading, but the 
quantitative magnitude of all this was small. The British 
implemented a very successful public distribution system 
in the forties. 

dn interesting step was the issue of coupons, 
particularly cloth coupons/ with a coupon- value attached 

to every article of ’'utility 11 clothing. This was described 
as a "two- currency” system, under which a buyer had to pay 
the money price and also to pay another price by surrender- 
ing coupons. ' In effect, everyone had two incomes - a market 
determined money income from employment and a socialistic ally 
determined coupon income, distributed equally among all. 

The coupon system gave the consumer some freedon of choice, 
which was not available under the "points" system adopted 
for meat or sweets. It was not possible for a consumer to 
buy more me a t by reducing his consumption of another ra- 
tioned commodity, but he could buy two or three shirts if 
he refrained from buying, say, a woollen jacket. The 
coupon system meant a limited application of the "expanded 
choice" principle. 

It is necessary to say all this to bring out the 
fact' th a t the rationing system adopted in India w as ne^er 


as through as its British counterpart, Basic, ally, the 
Indian system is •‘points' 1 rationing with specified amounts 
available on each ration card. In the case of commodities 
like sugar, experiments have been made with "levy sugar" 
distributed at subsidised prices through ration cards and 
"free sale" sugar available in the markets at higher prices. 
There has also bean a threetier pricing system, the ration 
shops selling a small quantity at quite lev; prices and 
another quantity at a higher price, while there has also 
been a legally-permitted free market at still higher prices. 
During the war an attenpt was made to sell "standard cloth" 
through the ration shops, but this experiment was shortlived 
At present, the' "fair-price" and ration shops supply rice, 
wheat, sugar, kerosene, rape seed oil and sometimes a few 
other things like soap or exercise books, or even cloth. 

There are however major deficiencies in the system. 
First, it does not effectively cover the entire population. 
There is "statutory rationing" in big cities, where every 
ration-card holder is entitled to the currently designated 
quantities of the rationed gaods, but in the rest of the 
country there is only what is called "modified rationing", 
under which extremely inadequate quantities are sold and _ 
there is no assurances th a t supplies will at .all be availa- 
ble, There is extreme discrimination between tne city 
population a nd the others* In West Bengal, about 90 per 



cent of the available foodgrains supply is usually distri- 
buted tnrougn statutory rationing in the CMDA and the 
As an sol- Rani gunge areas. The rrodified rationing system 

exists more in name than in effect. The discrimination 
is made harsher by the fact that in the cities the number 

of ration cards used for drawing the supplies is larger 
than the recorded population, inpiying that many households 
have mere cards than they are entitled to. 

The second deficiency is that there is a flourishing 
black market in foodgrains. It is so open that it cannot 
perhaps be called black; it is a grew market allowed to 
operate with impunity. Here too the city residents, with 
their higher purchasing power, get the benefit, further 
reducing the supplies available in the other areas* The 
supplies that reach the rural areas arc sold at prices 
which are too high for rural incomes and herein lies the 
major problem which is independent of the existence or non- 
existence of the present public distribution system. A 
third deficiency lies in the interstate disparities with 
plentiful supplies in some states and short supplies in 
others, 'with foodgrains used as cattle- feed in some states 
and cattle- feed used as food in so me. 

Behind all this operates a strong political pressure 
from the farm lobbies in the agriculturally prosperous 
states, forcing the government to buy foodgrains at high 


prices from highly subsidised producers. The sale of the 
official feedstocks to the state governments also means a 

heavy loss and the result is that stocks accumulate in the 
government warehouses. We have the craxv situation in 
which a large demand for food grains remains unsatisfied/ 
while the foodstocks with the government amount to around 
26 million tonnes - i.e. more than 17 per cent of the 
annual production - and may rise to 30 trillion tonnes. 

While on the one side we are asked to ensure food security 
through inports/ we find the authorities eager to export 
even ordinary qualities of rice. 

It is in this situation that the public distribution 
system is sought to be abolished/ replacing it by the 
open operation of the market forces. -And here lies the 
major failure to understand that rationing is necessary 
both when the market forces would mean inequitable distribu- 
tion of short supplies and also when the same market 
forces would lead to similar inequitable distribution even 
when the supplies are large/ as in the Indian situation. 

The important goal is to reach the essential supplies to 
the, fewest income groups. Rationing of short supplies 
seeks to achieve/ this, though actually the Indian system 
has failed to reach the desired ends. But there is no 
assurance that market forces will make food supplies 
available to the poorest/ even when the supplies are large. 
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Ii: is essentially necessary to recognise the f e ct 
that a large total supply for the country a s a whole does 
not necessarily mean large supplies in every region and 
in every market. The free operation of the market forces 
will carry the supplies to those markets which contain 
ouyers with incomes high enough to pay the market prices. 
It is .almost certain that if the market forces are allowed 


free play, some states will get more supplies than others, 
cities and towns will get more supplies than the rural 
areas and the lowest income groups will find that the 
supplies are beyond their means. The free operation of the 
market forces will not create incomes for these groups? the 


possibility on the other hand is that an all-pervasive 
market force policy will mean a reduction in employment 
(through a wide adoption of capital-intensive methods) 
and therefore in incomes. Inequality in consunption may 
increase and is at least not likely to decline. 

The basic fact is that a public distribution system 
is necessary both when the aggregate supplies are short 
and also when the supplies, though large in the aggregate, 
are short for large numbers of consumers. The number 
below the poverty line is still about 28 3 million, if one 
takes sirrply the official percentages, h free market may 
mean an an overall decline in prices in some years, but 
that will be no consolation to persons without incomes. 


And, there is no assurance that the supplies will be large 
every year, even when the irrports are large. 

Two other facts have to be noted here. First, it 
may be that exactly in those years in which food inports 
are necessary, there may be a pressure of demand in the 
international markets. And, secondly, free market forces 
internally will not mean the elimination of unscruptious 
large dealers, wholesalers and other intermediates. The 
government stocks may be made smaller, but the pipeline 
stocks will depend on the profits- expectation s cf the 
intermediaries. Dismanting of the public distribution 
system will sinply mean a privately controlled system of 
distribution among the public, or among those members of 
the public who can pay the prices charged. 

We were once misled into an abolition of the rationing 
system in the mid- fifties under the euphoria generated by 
three successive years of good monsoon. Put thxs had ‘-O 
be. immediately followed by large PL 480 inports of food grains 
from the USA (which at that time suited the /meric an economy) 
and rationing had to be reintroduced. It is easier to 
dismantle a system than to build it up again. 

There is however an important imperative linked with 
the conclusion that India cannot do without a public 
distribution system. The system has to be widened and 
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deepened. There is of course the fact that there .are 
substantial burdens of food subsidies. While the Pood 
Corporation buys the grains out of funds provided by banks,, 
it gets two types of subsidies- first, consumer subsidies 
equal to the difference between the "economic cost" (which 
is much higher th a n the procurement cost* as it includes 
the costs incidental to procurement and the distribution 
cost) and the issue, price, and secondly the carrying cost 
of the buffer stock. The budget for 1986-37 includes a 


provision of Rs. 1750 crores on account of "food subsidy”. 
There will be in addition, Rs. 1700 crores of subsidy on 
indigenous fertilisers, and another Rs. 700 crores of 
subsidy of inportod fertilisers. The total will be reduced 
by about Rs.400 crores because of the increase in issue 
price before the budget. 

Still, the amounts are large. The question of 
fertiliser subsidy ought to be examined throughly, and 
there is an urgent need for scrutinising the distribution 
cost, which (without provision for storage and transit 
losses) now comes to Rs.50.59 per quintal. Some consumer 
subsidy is however unavoidable in the Indian economy and 
in fact the total budgetary support for this will increase 
if there is a large-scale expansion of the public distribu- 
tion system. But the increase in cost will not necessarily 
be proportional to the increase in sales, because some 
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economies of scale can be easily secured in handling and 
storage charges and also in freight, iher.e is also 
fact that the carrying cost of large undistributed s>-ock<= can 
be mini rat s id * by a wider distribution scheme. 

It is good to sea that the seventh plan states clearly 
that -the public distribution system is recognised as a 
permanent feature of the strategy to control prices, reduce 

fluctuations and achieve an equitable distribution or 

. ihn nonori for -regional- 

essential goods". It also recognises 

„ -,-1 ai.{ rri e to the list of seven, basic coirmocL 

lv necessary" additions to ai j. 

itios now covered (wheat, rice, sugar, imported edible oil, 

xerosene, soft coXe and controlled cloth) by the ration 

. . -u _ _ rnv.,rs pvn an sion o f the publ — c 

shops or fair price shops, m- expanse 

a - >>' e =1 cr, been made "an inporta.nt point 
distribution system has also oeen 

Of action" in the revised teenty-point programme, one will 
a gree wholeheartedly with the Planning Commission that the 

number of fair price shops should be increased in the 

n %T -. onnrrri aircas 1 * ?,nd th 3 1 11 the 
“hitherto under- served and un- -er/^ 

, 4s - r n is in the rural areas with special 

main thrust of expansion is m 

attention to remote and inaccessible areas, so that the 
public distribution system becomes supplementary to the 
poverty alleviation programs. 

One feels disheartened when there are reports of 

, . r. / r . certainly bv the Planning 
the government being advised (not cjrtja ly , 


t-n throw the distribut 
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"bD til© market system. There are now talks about restructuring 
the Commission and of inducting experts for short periods. 

One can easily gues where these experts will come from. The 
public distribution system requires inprovement and so does 
the Commission. But if the ultimate purpose is to dismantle 
the first and to covert the other into a playground for 
pro- oriented econo metric! an s, we shall reach the next 
decade with insuperable problems in hand. One big mistake 
can cause the people untold sacrifices and suffering. 


SOURCE:— Business Standard/ 

Tuesday 29, July, 1986 
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the major issues in public distribution arsiEh in India 


KABRA & -ANIL G„ ITTY BRAH 

both ThS ! UiDliC Dlstrlhutl ° n system (P.D.S.) i 3 visualised 
as a:, antl-maatlonaly. measure and as ah anti- 

poverty measure. In the anti -inflationary sense its main 
- rust is to provide inflation-protected supplies of some 
selected essential commodities to the consumers, m this 
sense, the p.d.s. strives to. soften the hardships Caused 

tY inflation which leads to the erosion of purchasing " 

pov< sr, particularly in the- hahria 4-u 

,, I * x. f~ Hands of the fixed income aroun 

or those who are 'orir ^ group 

to O , P ^* takers • The P - D - s - is not designed 

■ purchasing power into the hands of 

P or-r sections*!. It, however, helps to maintain the 
real venue of the purchasing power available to the poorer 
sec ons. In this- sense, its impact is similar to that 
Of any conventional poverty-alleviation measures. 

In this chapter awe begin our discussion by specifying 
the conditions which ma y «abl e the P.D.S. to serCe Its 
anti-inflation and anti-poverty objectives. since the 

° f the Natl ° nal FOQ<J P ° Ucy ' «««■ II 
." ° s P« cl *ywg certain macro-level conditions for 

the ailfiiment of the twin objectives, specially if the 

policy of target group orientation is to be introduced 

From this, we move on to sret i™ ~tt - . .. 

U..1 -CO fo action ixl to discuss the imoii 

cations for the organisation of the P.D.S. if it is al* " 
to servo two additional objectives, vis. price stability 

cn r "“ pect te all essential commodities and such a vide 
coverage of th^ p d p «• . 

DOwr.-r n-F ow . ‘ ~ * * su PPl-es as to protect the purchasing 

i-— nion ay inrotaa , 

rna? c^S*i,“SlSSS^ P 2g^lp !r F^9 so 

?h? P p l 5 S s are n0t made avSlable; in this C SS?inrS S SSS 

|«««vely combine the *^” 36 
p Ce control and poverty allevation. 
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In the light of this discussion, section IV is 
devoted to some implications of the prevailing P.D. S in 
India which grants a near universal access to the P.D.S. 
without a commensurate level of supplies and with a low 
and frequently variable per capital entitlement* From this 
we proceed in section v to present a simple model of the 
■functioning of the P.» D. S. which shows the sequence of 
effects which arises if the conditions with respect to 
macro -factors, administrative arrangements, retail outlet 
and consumers are not conducive to ' the fulfilment of anti- 
inflation and anti-poverty aims of the P.D.S. We conclude 
in the last section by specifying the hypotheses for our 
study. 


I 

The combined anti -inflation and anti -poverty thrust of 
the P.D.S. cannot be taken to be axiomatic or automatic. 

It is based on some important underlying assumptions. Some 
of these- important assumptions are as follows? - 

1. The commodities covered under the P.D.S. form a major 
part of the essential consumption basket of the 
relatively poor and vulnerable sections of society. 

2. The supply of essential commodities under the P.D.S. 
are adequate to meet a. large part of the essential 
consumption demand of the relatively poor section of 
society, which means that the entitlements to various 
commodities are fixed in such a manner, that a reason- 
ably large portion of the demand for these commodities 
are satisfied by the P.D.S. Only on the fulfilment of 
this condition can the P.D.S. produce a reckon able real 
income effect on account of low and fixed prices in 
contrast to high and rising market prices. The rati on - 

. .scales have to be a reasonably decent part of the total 
requi raRusnts of each family. This has to be so for two 
reasons. First, this is how a reasonable level of 
consumption can be insulated from rising prices. 

Second, an adequate ration-scale is essential for 
q£ fraying the real costs entailed in approaching a Fair 
Price Shop. (F.P.S. ) 
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3. It means that, at the macro-level, total p.D.S. 
supplies have to be a reasonably large part of 
total cetsal output in the country to be able to 
discharge the task of protecting the purchasing 
power of the poor man's income by acting as a 
supplement to the market and thus contribute to 
poverty all evi ation . 

4. In order to enable the poor sections with sticky 
incomes to avail of the P.D.S. supplies, there has 
to be. a systematic method of identifying them and 
issuing them with ration cards in a convenient manner. 
The ration card is a kind of gateway to obtaining 
access to the P.D.S. It is important that all the 
members of the family are included in the ration 
Card and the procedure for making ration cards takes 
into account social and economic situation .and status 
of the relatively poor sections who, in the rural 
areas, may be quite remote from the agencies issuing 
ration cards, and in the urban areas may not have 
such a place to reside as may satisfy the legal 
requirements of a house address. 

5. The P.D.S. prices have to be comparatively lower 

than the open market prices .and have to be stable 
over a relatively long period of , The P.D.S. 

is a part of the national food and agricultural 
policy. One of its components is co-ensure reason- 
able incentive price, as. determined by the agricul- 
tural prices and Costs Commission, by means of 
procurement operations. Procurement prices are 
expect-d to .act -'S floor. .level support prices. The 
price to one consumers of p.D.S. supplies has to be 
procurement price plu s administrative overheads 
and transport cost, since these additions make the 
food prices tco high, for the poor masses, a certain 
subsidy is given and and p.D.S. prices are fixed 

at . a low level. If procurement prices for cereals 
really become the floor prices, the P.D.S. prices, 
incorporating an element of subsidy will be lower 
than the market prices, since procurement prices 
are paid for the cereals of flair and average 
quality the . P.D.S. attracts relatively poorer quality- 
supplies, Relatively superior qualities reach the 
open market and fetch higher prices. Thus the P.D.S. 
supplies, albeit relatively inferior in quality, 
become relatively low price and subsidy policy. 
However, the entire arrangement is dependent on 
procurement price in effect becoming the minimum 
price. However, if procu rament prices fail to 
become the floor level prices in the open (frea) 
market, the market prices may rule at level lower 
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inconHv- ^Un -IT 1 ?. if whe P oliC Y of ensuring 
anno* VI J e growers through pra- 

oofiir.^1 rfc enp price fails to become 

remain lo-^er -rhf n P f D °? * , prices may not at times 
th«~£ s u£ Jhan market prices. This removes 

cuVr o£ th? P.D.S. as the demand for- < t « 
su PPHeS Would, dry un on qrrnn*'f o-f _ .’ ^ . 

Of price and gualit^ factors? 3 con ‘ bln *^°* 

thc‘”3Cri S fI? f 'Sf’p t S a 5 dl » ln ?.“P °r weakening of 
lower M E rke£;rfced;S^ , SUpplles » a result of 
purpose of 3 ow-r rir - ~ l*-<. c ause no concern/ as th.° 

This is s S» Uos . is > W Chie m e t 

nn1 f OTr „. -t e ' aUln g and one-sided view, rood 

proSuJtiln, an ai^li£Son P ^ ka9e * sllr ‘0 with 

to each action 313 availability 

Pjoduce consequent £°Sf StSSM^S 5" fcOT 
prices to the fame?s miy^for ^|,° i , pr ° cur ®'f nt 

^“Sf f ° r - thR *>-D.S.'-Lt fsulS In feSS 3* 

ss y u s ?siLa^i2f ricuiturists - if 

prices with renlwS S^ffafa * ai °? 

face of such redoubled need fop eft **?«*•. f» «*> 
supply lines for the p d s f,? P * P ‘ S *' internal 

Thus P.D.s. has to Se f ± b I“ l ;‘ n DOt . b o available, 
and not just a short-run J i' ° n "* QO ;* ng phenomenon 
This retires "that thff'.f S? P n «hom H non. 

procurement nrioe -n-e *-u er ,° mu, -' b receive the 
tions to it order to eSive «* ^ nimm addi “ 

for the consumers, which ha= ‘ad’ 1 lssue price 
than the market pkef 93 to ° e at a la vel lower 

of e «fff bU f Lon astern has to have a hr* numb 
of suitably locates outi ki * ’ number 

to fcuy their ess enti e 1^ Vii g , tho 3e wh ° intend 

: source to do so without Sundna P * D * S * 

monetary cost (including the r^f _ny undue real or 

enc e of various ty P€S ) . TfVhJS 1 ° bt u ? f lnco ^veni- 

monetary costs involves in obtainin' 1 9 £ ^ eal eJld 

the open market prices and the p n s fo bpw fen 
Jn order to meet this requirement i es priCes * 
that the following asoecS *r is essential 

Instituting a suitable network f 11 * 

outlets, generally called fair pri.ee ^hops“ PPly 
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(a) Appropriate location and size' of shops which 
arc not over-loaded, with customers or stocks. 

(b) Management and operation of the F.P.-S. by such 
people who can provide convenient and effective 
services of retailing the right <qu anti ties to 
which the consumers are entitled at price 
fixed by the Government. 

(c) The shops remain open on specified days and 
during fixed hours. 

(d) The; shops are regularly well-stocked, which 
might entail that the F.p.s. maintains a safe 
level of inventory for meeting various contin- 
gencies. 

(e) The periodicity of purchase permitted under 
the scheme of the P.D. s. be such that it 
corresponds with the flow and replenishment 
of purchasing power in the hands of the 
consumers. 

(f) 'The quality of the goods supplied is of fair 
average quality and in correspondence with the 
price charged. The goods have to be hygienic 
and should carry an assurance that adulter- 
ation has not takes place, 

(g) In order to give the consumer a fair degree 
of assurance that the supplies are regularly 
available as and when required, it is essential 
that the shopkeeper and distribution channels 
are assured of adequate turn-over with 
reasonable margins taking into account the 
cost of distribution and the normal rates of 
return for comparable activities. In this 
connection, it may be noted that if emphasis 
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is given to higher margins without taking into 
account an adequate level of turn-over, it may 
‘turn-out to be counter-productive for the viabi- 
lity of F.P.S. This is because the higher the 
level of margins allowed, the lesser the prfce- 
difference between the P.D. S, issue prices and 
market prices, leading to diversion of demand 
away from the p.D.S. This reduces turn-over 
and gross income of F.P.S. 

The assumptions we have listed above are of critical 
Importance for ensuring the fulfilment of the objectives 
of the P.D.S. as a poverty-alleviation measure in an 
inflationary context. It is also implied by thes e 
assumptions that it may not be appropriate to automatically 
equate the lifting of stock by P.P.S. owners with off- 
take by consumers , presently the figure for the P.D.S. 
offtake by consumers are treated to be the same as are the <• 
quantitites lifted by or delivered to F.p*D.'S from th 
wholesale source of supply set-up by the Government. The 
assumption appeared to be that since at the time of 
replenishing the stocks, the F. P.S. owners get these 
record regarding supply to consumers varified by the 
Civil Supply Authorities and there also being in operation 
the enforcement staff of the Civil Supply Department who 
make periodical checking of the F. P.S. , the quantities 
collected by the F.P.S. are actually delivered to the 
consumers. This assumption implies that even without 
necessarily creating objective conditions in which the 
consumers can have a fair and reasonable opportunity of 
acquiring access to the P.D.S. supplies, the administra- 
tive procedure of issuing fresh stock replenishment and 
inspections can ensure that neither the- access is parti- 
ally or fully blocked, nor the P.D.S. supplies are 
diverted to unauthorised users. Hence, we have given 
greater emphasis to the creation of objective conditions 
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which can ensure access to the P.D.S. supplies to the poor 
sections of society as compared to exclusive reliance on 
administrative procedures and controls. However/ this is 
not to deny the role for administrative arrangement for 
delivering the stock after proper check-up and the deter- 
rence provided by methods of periodic or surprise 
inspections. 

II 

In order to ensure that the P.D.S. is able to achieve 
its objectives of insulating the relatively poorer ones 
from the effects of constantly rising prices and thia s 
help alleviate poverty/ it is essential to ensure (in 
addition to the assumptions discussed above) the fulfilment 
of certain macro-level implications of this scheme. 

The total number of people who have to be provided 
with inflation-protected supplies are, by any reckoning, 
about half of the country's population. If the P.D.S. is 
aimed at relatively poor people, at least the minimum 
nutritional requirements of cereals have to be supplied 
tp them. It is clear that the P.D.S. supplies have to be 
of a very sizeable order and much larger than the present 
offtake level (See Table 1) Given the present limited 
size of the P.D.S, Supplies (See Table 2) and largely 
non-differentiated and practically universal coverage 
of the P.D.S., it follows that the capability of the P.D.S 
to meet its twin-obj active becomes seriously impaired. 

The P.D.S. is only one component of the present 
system of meeting the consumption retirement of • essential 
cereals and sugar in the country. This kind of informal 
rationing with near universal coverage is a supplement 
to the relatively larger open uncontrolled market in the 
dual market for cereals and sugar. The dual market 
operates in addition to tile extensive system of self- 
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provisioning by a large number of farmers with viable 
land-holdings. There are some sections of the society, 
both in rural and urban areas and in organised and 
unorganised sectors> who have a better capacity to obtain 
their retirements of cereals and si gar from the open, 
uncontrolled market on account of their economic status 
and the market relations which make them the beneficiaries 

_L 

of an inflationary economy. These "price-givers" can 
easily be identified on the basis of established 
theoretical insights about the working of the inflationary 
processes. 

• On the basis of the already existing macro economic 
data for the Indian economy, one can arrive at reasonable 
estimates of the population capable of meeting its needs/ 
demand from the uncontrolled segment of the dual market on 
account of its relatively stronger economic position which 
is further strengthened by inflationary redistribution. 
Similarly, the viable and. surplus farmers (with operational 
land-holdings of two standard hectares and above) may well 
be left to depend on a combination of s el f-pro visioning 
and uncontrolled market. 

The residual population becomes worse off as a result 
of redistribution unleashed by a sustained inflation. 
However, some of the sections from among the inflation- 
hit, though they receive contractual fixed incomes, have 
a relatively comfortable level of income and/or their 
incomes are more or less inflation-indexed. It may be 
suggested that the neutralisation of inflation is 
inadequate and delay©! and hence the need for giving 
them access to inflation-protected p.D.s. supplies. 

It can also be argued that supplying essential goods 
at fixed p rives and calculating the cost of living index 



TABLE - I 


offtake of 


( 1967-68) 


INDIi 


Year Offtake Perc entage Net avai la- 

chan ge in bility 

offtake over 
previous 
year 


P.D. S. Offtake 
as percentage 
of net availa- 
bi lity 



OOOtonnes 



'000 tonnes 


1967 

13166 


ms> 

7 387 1 

17.82 

1968 

10 221 

(-) 

22. SI 

86807 

11.77 

1963 

9385 

(-) 

8. 18 

856 28 

10.96 

1970 

8841 

<-) 

5.80 

89494 

9.87 

197 1 

7816 

(-) 

11.59 

94311 

8 . 28 

197 2 

1047 3 


33.99 

96 218 

10.88 

197 3 

11400 


8.85 

887 94 

12. 85 

197 4 

10 378 

(-) 

S.9C 

97142 

11.10 

197 5 

1090 3 


5.06 

89335 

12.22 

197 6 

889* 

(-) 

27. 2 

10 2080 

8.71 

1977 

11315 


27.80 

99391 

11.38 

1978 

9843 

(-) 

13.01 

110 225 

8.93 

197 9 

11423 


16.05 

114199 

10.7 4 

1980 

147 25 


28.91 

...101418 

14.52 

1981 

12702 

(-) 

13.53 

114865 - 

11.06 

1982 

14420 


13.53 

106870 

13.49 

1983 

14613 


1. 34 

103280 

14. 15 

* Cer 

sals includes Wheat, 

Rice & ■ Coarse Grains. 



Source: Bulletin on food statistics 1968, 197 0, 197 4, 1976, 

and data"" from the Ministry of Food and Civil 
Supplies, GDI. 
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on the basis of fixed prices is a preferable alternative to 
letting these people with sticky money income rely on the 
uncontrolled market. 

Depending on whether the P.D. S. is viewed as a policy 
instrument for protecting the meagre incomes of the poorer 
sections alone or is also viewed as a method of preventing 
the erosion of the purchasing power of sticky, contractual 
income groups, one has to take a decision about the level of 
contractual fixed incomes which are to be given access to 
the P.D. S. supplies. In general, it may be suggested that 
insulating a part of the consumption out of wage and sal airy 
incomes from inflationary price rise is better than its 
neutralisation in monetary terms. Thus is the P.D. s. is 
to specially focus upon the poverty group in the country, . 
it would tend to fellow that: - 

i) The overall size of the P.D.S. has to be commensurate 
with the size of the population treated as the poverty 
group, and people with fixed monetary income; 

ii) the size of overall P.D.S. supplies would also depend 
on the proportion of the essential consumption of the 
poorer ones which is sought to be insulated from 
rising market prices (this determines the commodity 
coverage of the P.D.S. and the size of per-capita/ 
per . family entitlements of the chosen P.D.S. basket 
of goods) ; 

iii) the sections of the population who have better access 
to uncontrolled markets and/or self-provisioning on 
account of their being the beneficiaries of inflation 
need not be covered by the P.D.S, if a dual market 
system is to operate. If the entire wholesale trade 
in foodgrains is to be nationalised, a P.D.S. with 
universal coverage becomes not only understandable 
but perhaps essential as- well. But trying to bring 
every -one under the P.D.S. while leaving the bulk of 
the supplies of cereals with the market is to leave 
the choice of actual beneficiaries of P.D.S. to the 
market forces and the powerful groups - in society . 
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The size of the P.D. s. supplies (either in absolute 
terms or as a proportion of net output) has to be related 
to the size of annual procurement, buffer stocks on hand, 
permissible rate of stock' depletion and possibilities of 
suppl emen tatio n/d ap 1 etion by way of imports/ expo rts on 
public account. The financial, organisational, physical 
and administrative infrastructure for it and the costs 
involved have to be taken into account, since procurement 
prices have also to berve the objective of looking after 
the incentives to the producers and the rising cost of 
production during a period of inflation, a policy of 
inf lation— protected supplies has necessarily to involve an 
element of consumer subsidy. Thus the P.D.S, entails a for- 
midable cost item in the form of consumer subsidy, 
•Furthermore, pushing up procurement (at a fixed price) 
beyond a point may hurt the farming community in so far 
as their terms of trade may worsen as a result of infaltion 
and reliance on non-voluntary methods of procurement would 
tend to deprive them of the 'benefits' of inflation in so 
far as they are changed from 'price-givers' to 'price- 
takers 1 ,. In determining the policy objectives and policy 
instruments for providing inflation - protected supplies 
to the poorer sections, these assumptions, implications 
(including those regarding costs), have to be kept in view, 

III 

At this stage, it may be pertinent to examine the 
implications of often attempted widening of the goal- 

structure of the P.D.S. by the inclusion, jointly or sep- 
arately, of two additional objectives, viz,, the use of 
the- P.D.S. for moderating the. -extent of price rise of 
essential goods and protecting the erosion of every rupee 
spent on some essential commodities by all the consumers 
irrespective of their economic and social status. 
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To the extent a better part of the -demand. -for -ce-reals- 
ajad sugar (accounting for 10.7 43 ^nd 2. i91 percent of the 
weight in wholesale price , index- respectively)., for a -sizeable 
part- the -pqpula-tion -is mot. at fexed pric es under idle P.DS. 
and to the extent these -groups are unlikely to possess 
extra purchasing power to go to -the uncontrolled market., 
for improving their intake of cereals, the pressure of 
demand for certain, essential, .goods which play a part in 
triggering-off and accentuating the inflationary-spiral. .is . 
..reduced, . The assumption that the P.DS. supplies actually 
reach idle indigent and nearly swamp their demand is critica l 
for keeping off this section of society from the uncontrolled 
market, thereby moderating the speed of inflation. The 
diversion of the P.D.s. supplies to the unintended buyers 
(be they better off sections or bulk consumers) weakens this 
counter-inflationary impact significantly. 

To the extent the better-off sections avail of the 
cheaper P.D.S. supplies, they experience a positive income 
effect which, may generate strong additional demand for many 
other goods, including that for superior food products. 

When the P.D.s. supplies reach one bulk consumers as their 
raw material* it is likely to leave the pricing of their 
products still remain based on legal, uncontrolled market 
prices. This may be because there are likely to occur 
frequent distruptions in the availability of the P.D.S. 
diverted cereals and sugar from the black market. Further- 
more, if the producers of sweets, bakery products and other 
bulk consumers like hoteliers were to pass on the benefit 
of black market purchases of raw materials to their 
consumers, they would have little, direct inducement to take 
the risk of resorting to the black market. However, there 
may be exceptions to this when they resort to black markets 
mainly on account of inadequate availability in the un- 
controlled market and not so much in order to avail of 
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low-priced supplies. Thus whatever little direct impact 
towards countering inflation may ensue from the P.D. S. 
supplies to the poorer sections is dependent on the fulfil- 
ment of the assumption which equate lifting of the stocks 
by F.p.S. owners with the actual offtake by the consumers 
i.e. non-diversion of the P.D. s. stocks to unauthorised 
persons. 

The supplies under the P.D. s. are/ only as effective 
in meeting their avowed objectives as is the success of the 
P.D.S. in its operational/ administrative design. This 
applies as much to those elements of the P.D.S. which are 
directly tailored to meet the requirements of the consumers 
as are designed to ensure the viability of the P.P.S. (i.e., 
giving a fair surplus over an above all the costs of 
physical/ financial and labour resources used by the autho- 
rised dealer) and thus creating objective conditions for 
the F.P.S. dealer to play their part fairly. 

If the policy objective is enlarged to provide 

inflation insulated supplies of some essential commodities 

to everyone i.e. a resolve on the part of public policy 

,to have strong counter-inflationary thrust, the macro 

implications on the size of the P.D.S. supplies of essential 

cereals and sugar are very strong, practically taking-over 

the entire distribution system for essential goods. They 

verge on practically limiting the uncontrolled segment of 

the dual market to (i) that part of the consumption of the 

well-to-do which is in excess of the minimum norm level 

of essential consumption/ and (ii) the bulk buyers of 

cereals (as raw-materials for their basin ess purposes). 

The costs of the P.D.S. of this ambitions nature are 

likely to be very high in terms of the following: (i) 

admini strativ e-or qani sational a rran cements for procurement, 

* which may really happen only in case they were operating 
in strong competitive markets. 



a * 


'""'f 
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transport, storage and distribution of major part of 
cereal output (ii) consumers subsidies and (iii) incentive 
price policy for agricultural growth. 

If the policy thrust is defined, by and large, in terms of 
of protecting the essential consumption level of the worse- 
off as well as the contractual, sticky money income receivers 
of the organised sector (a large proportion of whom belong 
to the wors e-off categories in any. inflationary context) 
and thus to act to a limited extent, as a counter- 
inflationary measure but snainly as one designed to soften 
some of the harsher consequences of inflation for the poor 
-and fixed money -income earners, then it becomes, counter- 
productive to give a near universal coverage to the system 
of informal rationing. , 


IV. 

However, as we shall see, the case in India (except 
for Gujarat which applies a system of exclusion leaving 
out about 12-5 per cent of the population form cereals 
rationing, end Andhra Pradesh which gives extra low priced 
supply to source specified group and in Kerala, M.p. /' 
modified rationing areas of West Bengal and Goa which 
exclude some categories of larger farmers and in Jamnli and 
Kashmir where a complex system of differentiation in access 
to the P.D. s. operates) is one of near universal access to 
P.D.S. 


When a near universal coverage is given to the P.D.S. 
without making the P.D.S. supplies a correspond' ng 
proportion of net production, a large number of dis function- 
alities are unwittingly introduced in to the system to defeat 
the basic objective of a dual market system. It is apparent 
that, with the present level of the P.D.S. supplies, the 
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civil supply author! -ties cannot, meet ~ch ei r obligation of 
keeping the F. P.s. well-stocked and regularly replenished 
with commodities. as a result there does not operate ah 
assurance to the consumer that he can look forward to 
regular supplies form the p.p, s. channels . 

The Government cannot have/ with present levels or 
procurement imports and buffer-stocks, adequate stocks to 
regularly supply the network of F.P.S. To an extent, the 
supply obligations are reduced by giving very low entitle- 
ments per person to the ration card holders. 

As we can see from the Table XVIII in chapter II, the 
entitlements are very low compared to norm level of con- 
sumption, even in areas with statutory rationing (like in 
Calcutta, Asset sol and Durgapur in West Bengal) .. We also 
learnt that in very many states. Civil supply authorities 
change the ration scale (entitlements) from time to time 
according to supply exigencies. A comparison between entitle- 
ment and per capita supplies of cereals form p.D. s. (See 
Table XVIII in Chapter II) shows how the meagre entitlements 
cannot be actually disbursed owing, among other factors, 
to a P.D. S. coverage much wider than is warranted by the 
size of supplies made available for the P.D.S. purposes. 

At times within the State, various areas are placed in 
different zones, and differential graded obligations to 
supply cereals to them with varying degrees of regularity 
are : accepted (e.g. in Karnataka, Maharashtra)., 

Thus, one essential prerequisite of a well function- 
ing inflation-insulated food security system that the ■ 
consumers have an assured supply of a fairly large part 
of their needs of some important cereals and other goods 
at fixed prices is violated because far too many are given 
this commitment compared to the supplies mobilised for 
the purpose. 
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Whan p.D.s. supplies reach the F.p.s. in inadequate 
quantities and irregularly (forgetting other factors for the 
present) on account of inadequate supplies by the state 
ag^cxes, the f.p.s. owner has a ready alibi for his inabi- 
lity to supply the card-holders according to their entitle- 
tent. Many other factors connected with the assumptions 
for an effective P.D.S. (discussed above) and the macro 
implications for the food and procurement policy (like, 
tneme, concerning relatively inferior quality of the P.D.s. 
supplies i n comparison to the variety of relatively sup-iior 
qualities available in the uncontrolled market) bring aiuout 
a gap between the quantities supplied under the P.D.S. and 
the quantities which reach the consumers in order to yield 
counter-inflationary results. The basic factor which 
heightens these dis functionalities, howev-r ig fh 
the aims of the P.D.s. to act as a major counter- 
inflationary move by aiming to provide inflation-insulated 

7Z7^r “ ly “ h ° 13 manages 

. , 3 ° n Card 1SSUed * 3 n the p resent system of 

^ai-m a ^t a _ror_sss a it^ cereals .(supplemented by ~ f 

f u ' * ” Wn " than 

— Jthg_.s Soenl^^l__ (and not txptal) con sump t-i on i ^ 

group s 

— mone tary incom o.Q 7 

In contrast bo such a realistic possibility, if the 
P.D s. is made universal, it may b^ome even less accessible 
to the poorer sections due to the following reasons. 

y, the better off sections due to their quality 
preferences and better purchasing power may opt foraying 

CerBalS in the ° psn mar:ket ' and that too in 

cerealTo n **“ Stag ^ r **>«** purchases of 

eals over the period permitted under the p n o e .. 

better off sections in rural areas m t l Secondly, 

ei areas meet a substantial 
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proportion of requirements through seif— provisioning end may 
thus exclude themselves voluntarily from the P.D.S. supplies. 
These two factors provide ideal conditions for the diversion 
of the p.d.S. supplies to unauthorised buyers, thereby 
reducing the access of poorer sections to in flation-p rot acted 
supplies. 

The minimum nutritional level of food intake is the key 
component of the present officially used concept of poverty 
line. By making the P.D.S. an instrument for protecting 
the poverty line consumption of the people in a situation of 
constantly rising prices (generally irrespective of the 
fact whether we had a poor or a bumper harvest), it is 
related to a realistic objective under the present framework. 
This is a rather important objective of public policy and 
planning in the country and in no way undermines the 
importance of the P.D.S. If anything, by moving towards a 
better matching between the target-group aim of the P.D.S . 
and the feasible size of P.D.S. supplies in the foreseeabl e 
time under a dual market system (in contrast to a totally 
state-controlled market) one is making the P.D.S. somewhat 
effective in softening the impact of inflation as well . 

Thus by effectively serving the objective of protecting the 
consumption needs of the poor the P.D.S., over a period of 
time, becomes somewhat anti-inflationary as well. 

V 

On the basis of the discussion so far we can present 
a simple model of the Sanctioning of the P.D.S. in India. 

The factors determining the effectiveness of the P.D.S. can 
be broadly be grouped into four categories. The first set 
of factors are related to the overall size of the P.D.S. or 
the Macro factors. The Second set. is related to Administra- 
tion, while the third set of factors relates to the P.P.S. 


or retail outlets, their viability and functioning. The 
fourth set of factors are related to the consumers themselves, 
i.e.y their demand pattern, income flow pattern, etc. 

These factors, when they are appropriately woven into 

the actually operating P.D.S, lead to the fulfilment of the 

objectives of the P.D.S. In part I in the proceeding we 

have spelled out these conditions, when these conditions 

are not appropriately and/or adequately adhered to, a number 

of dis functionalities mark the functioning of the P.D.s. 

Some of the main effects of such a situation we discuss in 

terms of the model depicted in the accompanying display. 

(on page 24.) 

These factors act individually as well as in combination 
lead to exclusion of the consumer from the P.D.s. Here 
exclusion can be of two types (a) voluntary exclusion from 
P.D.S. due to the relative preference for the open market 
for essential commodities (b) Involuntary exclusion- 
resulting in forcing a section of the’ population out of the 
protective umber 11 a of the P.D.S. , even though they may 
stand in need of P.D.S. supplies. 

Voluntary and involuntary exclusion of potential con- 
sumers brings about . a shift of demand for essential commo- 
dities to the open market, away from the P.D.S. This move- 
ment of . demand is likely to exert an upward pressure on 
open market prices thereby widening the gap between op an 
market prices and controlled issue prices* Moreover, this 
widening price difference acts as an important determinant 
of diversion of . the P.D.S. stocks to the open market through 
illegal of unauthorised channels. 
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A SIMPLE MODEL OF THE FUNCTIONING OF THE P.D.S. 
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Exclusion also weakens the le vel of consumer confidence 
in the P.D. S. Thus the credibility of the system is com- 
promised, which creates psychological framework for further 
diversion* 

Taken together e:xolusion and the erosion of confidence 
of consumers can have adverse effects on turnove;r, stocking, 
and availabilities at the P.D.s. retail outlet and thereby 
lower the legal viability of the F.P.S. outlet. 

A lower turnover can also lead to lowering of offtake 
from p.p.S. outlets, increasing the level of involuntary 
operational stocks held with the government.* With 
escalating costs of stock-holding and the pressures on a 
available storage facilities attempt s are often made to 
deplete these stocks through further licencing of the F.P.S. 
sometimes in excess of requi remen ts. The direct bulk sale 
by government to the open market, and exports are also 
often resorted to. 

possibilities of large scale diversion of stocks to 
the black market may by itself act as an important determi- 
nant of excess licencing which in turn could adversely 
affect the financial viability of the retail outlets. 

What has been described above could be viewed as the 

dominent sequence in our model. However the model would 

be incomplete without taking into consideration the 

ecf-ially important chain of feed back effects which may 

further weaken the system. Low viability affects turnover, 

stocking and availability which in turn further erodes 

consumer confidence and also steadily increases both 

voluntary and involuntary exclusion and thereby reinforces 

the factors determining the effectiveness of th e P.D.S. 

* Total stocks with the government agencies can be divided 
into two parts, namely, operational stocks and buffer 
stocks. 
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Illegal viability arising as a consequence of diversion, 
provides a strong feed b-ck to excess licensing and thereby 
to. further diversion and greater exclusion of intended 
beneficiaries. This again reinforces the factors determining 
the effectiveness of the P.D.S. Yet another important feed 
back chain arises out of the costs incurred by the government 
for holding involuntary operational stocks, such costs 
could finally be reflected in the government's ability to 
effectively control the macro factors determining the effec- 
tiveness of the P.D.S. 

The overall effects of this model are manifested as 
the negation of 

a) price stability in essential conrnodities and there- 
by overall price stability in the economy as a whole. 

b) The timely physical availability of a significant 
proportion of the essential consumption requirements 
of the vulnerable groups in society in terms of the 
ability to protrot these groups from malnutrition 
and poverty. 

VI 

On the basis of the preceding discussion, w e set up the 
following hypotheses*- 

a) Given the present size of the P.D.S. and its 
likely growth under the framework of the present 
food policy, the near universal, undifferentiated 
extension of the P.D.S. to the entire population 
(except for a few minor exception in a few states) 
makes the system ineffective and dis functional. 

b) provided that the hypothesis (a) is valid? the 
actual availability of the P.D.S. supplies to the 
ineffectively employed poor is dependent on the 
administrative organisational framework and details, 
as described in five assumptions put forward, earlier. 
To the extent these assumptions do not hold in 

p r ac -tic e, the s tock s of P.D.S. suppli es li fteo by 
the F.P.S. dealers do not broome actual offtake 
reaching the hands of the targeted consumers. 
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c) For an effective system of providing inflation- 

indulated supplies of essential commodities to the 
poor, it is essential that the F.P.3. has a i of 

regular turnover large enough to give -■** - sufficient 
rand reasonable reward. These r^rds cannot os made 
reasonable merely by improving the trace margins 
permitted to F.p.s dealers, as this would reduce the 
difference between the p.D.S. issue price end the un- 
controlled market price and thus weaken the basis of 
the P.D.S. In the absence of such a viability, the 
shopkeepers would lift stocks not only in small 
quantities but irregularly, and/or try to improve their 
earnings by methods which compromise the main objective 
of the P.D.S. 

Now we turn to an examination of these hypotheses# 
first on the basis of macro# secondary data and discussions 
with various public agencies connected with p.D.S., and then 
on the basis of a comprehensive all India Consumer and F. p . s. 
Survey. 

The purpose of our exercise is not to underplay the 
achievements of the P.D.S., which has come to stay as an 
integral part of the food economy for over two decades . 

One major achievement of the p.D.S. has been the acquisition 
by the state of a capability to intervene effectively in the 
wholesale and retail trade of essential commodities. At 
the level of the Central Government as well as at the level 
of the states# many departmental and ncn-departm e ntal trading 
organisations have come up. They have the infrastructure 
and wherewithal for all the trading operations# procurement# 
storage# transport and organisation of retail sale in our 
remote and farflung rural and urban areas. With respect to 
certain commodities like kerosene# the entire trade is 
practically in the public sector®- as a result of the 
administrative-organisational network set up under the P.D.S.# 
there exists in the country today a capacity to make any 
commodity, whether it is domestically produced or it is 
imported# reach almost the entire population. 
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In fact, it is under the P.D.s. that an overwhelmingly 
large proportion of the population has been supplied with 
ration cards. The ration card is not only the gateway to 
access for essential supplies under the P.D.s. , but in many 
cases the only legal document available with a household 
regarding the size of the family, its membership and proof 
of residence at a particular place. In periods of acute 
shortages, it is through the P.D. 5. channels that the supplies 
of essential commodities have been maintained, preventing 
large-scale ,-j.arvation, like those which th e country ha d 
experienced in the period preceding the setting up of the 
P « D » S . As an instrument of public policy and planning, 
there cannot be 'two opinions regarding the significance of 
the extensive infrastructure built up under the P.D.s. Even 
when we bring out the limitations and shortcomings of the 
P.D.S. As it operates in different parts of the country, it 
is not at all our intention to be little the achievements 
of the P.D.s. If an incentive price policy has been an 
important part of our stategy of agricultural development, 
it is obvious that the P.D.S. has been a necessary compliment 
for giving offset to hhir oolidy. If we have been able to 
combine various programmes for employment generation with 
a policy of maMng . a .per-'cf the payment wages in kind, 
particularly in the form of essential cereals i.e„, we have 
been able to implement a large-scale food for work programme, 
it has been because of a fairly impressive scale of the P.D.S. 
operations. In fact, if today one can think of introducing 
a target group orientation under the P.D.S. so that it 
becomes an effective supplement for the anti-poverty 
■p rogrammes , it is because of the achievements of the P.D.S. 
in terms of setting up an All-India net work of distribution 
channels and because of the fact that it is already handling 
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_a fairly large part of the marketed surplus of important 
cereals like wheat and rice . It is the intention of our 
'study that, as a result or the review of the. experience 
of' some aspects of the P.D. s. f some of its known and 
observed shortcomings may be -.reduced and the effectiveness 
of the -P.D. s. in meeting its challenging tasks enhanced. 
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PDS IN INDIA ; A MACRO ANALYSIS 

Kamal Nayan Kabra 
Anil C, Ittyerah 

An effective PDS requires fulfilment of certain 
conditions regarding the size of total supplies under the 
PDS s commodities to be included under it and an ’appropriate* t 
non-arbitary distribution of these rationed commodities among 
various regions and sections of society. On the basis of 
an analysis of' all-India and state level data concerning 
PDS , it is possible to examine the extent to uhich these 
pre-conditions, as discussed in the pro vio us chapter on 
’The Issues 1 , have been met and their impact on the coverage 
and effectiveness of PDS. 

In uhat follows, ue discuss PDS offtake and other 
related statistics for the country as a whole and for the 
states, generally for the period 1977 to 1983, though in 
some cases we go back to earlier years as well, in order to 
examine long-term trends. Section I deals with the all- 
India- profile of PDS, followed by section II devoted to 
inter-state comparisons. In the last section we attempt 
an overall summing-up of the performance of PDS in providing 
food - security in- the face of recurring shortages and 
steadily rising prices. Ue attempt to point out the 
factors which prevent the PDS offtake from picking— upj 
a paradoxical phenomenon against the background of the 
undoubted need for a large and growing PDS. 
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The PDS can be regarded as one important stable element 
j.a* s food policy since the earl*’ "ISO's* Fairly 
quanititics of cereals, mainly rice and wheat, havt 


been distributed at fixed prices through a net-work of 
Fair Prle« Shops (FP8) to ration card- holders. Till about 
1963 the quantities distributed through FF8 were less than 
one-tenth of net-production (See Table I). During this 
period annual food imports wore of the order of about 3 to 
5 million tonnes, while internal procurement was relatively 
lower. It rarely exceeded imports and till 1963 generally 
ranged b: tween 5 to 7 lakhs tonnes per annum. It is after 
the mid I960* s that PDS operations approximated raid even 
exceeded the 10 million tonnes level (like in 1966). 

After the mid 1960's PDS offtake started exceeding 
14 percent of not. production and in years like 1966 and 
1967 ranged b- tween over one-fifth to over one- fourth of 
net-production. In 1966 and 1967, PDS offtake was over 
one-fifth of the not-availablity of foodgrains in the 
country. Up to 1967 net imports on public account amounted 
to over three fourth of PDS offtake. If wo consider the 
sfeock of c-v reals maintained by the Government agencies, it 
was generally in excess of 2.2 million tonnes, going up 
to 2.8 million tonnes in i960 and coming down to one 

All the tables related to the discussions in this Chapter 

can be seen at. the end of this chapter pp. 



million tonnes In lb64. Even in severe drought years like 
lb66 end 1967, closing stock with the Government was of 
the magnitude of about 2.2 and 2 million tonnes respectively 

Compared to trends during 1960's, during 1970's PDS 
offtake generally exceeded 10 million tonnes and eamo to 
almost 15 million tonnes in 1980. However s as £ proportion 
of food production and not availability of cereals, PDS 
supplies generally ranged between 10 to 14 percent during 
the 1970’ s. . During 1980, PDS supplies were almost 17 
percent of net production and abodt 16 percent of not- 

availability. t 

* 

During the earlier part of the 1980' s PDS supplies 
continute to fluctuate around 14 million tonnes (Table II). 
During 1970's and earliest years of the 1980' s internal 
procurement became the main source of feeding the PDS 
channels, hi certain years PDS supplies or offtake failed 
to match national procurement. Moreover, net imports 
were also negative during certain years, (i.e. we made 
net exports of cereals during the years 1978 to 1980). 

In some years when wo exported cereals, PDS offtake 
declined by about 13 percent in ls/78, we also exported 
c'te reals in large quantities though the fall in offtake 
was greater than exports and net production too was at 
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During this period PD3 supplies constituted ov- r 10 to 
15 percent; of avt- availability of c- reals in the country. 

This was also a period, when starting from the j- ar 1975 
with its record level of almost 19 million tonnes of closing 
stocks, the stock level exceeded 17 million tonnes during 
1977 to ly?9. This cake down to over 11 million tonnes durin- 
1^80-82 and again exceeded 15 million tonnes small margin 

in 1980 and 1981. However, in the next two year., the 

„ -■■**&$&*** ' .. .. .- 

former fell short" of the latter. Thus we find that offtake 
was not always constrained by overall availability _ of 
cereals to public agencies. Owing to relatively low 
offtake, closing stocks exceeded off take ini 1983... -IJMle 
1976 closing stocks were 206 percent of PDS,; offtake, they 
ranged between 148 to 1S8 percent., during • 1977 to 1979 . 

With PDS picking-up in the early. 1980‘s closing stock came 
down to four-fifth of PDS offtake but in 1983 exceeded 
offtake by a small margin. ■. ■ . -y 

. . ’ j ' 1* . . 

In t«rms of rate of growth 'of PDS offtake the. ■- 
■performance during the period 1952 -to 1983 .can be. considered 

T: ' ' 

fairly impressive. Annual averages rate of growth of 
offtake during this entire peri.od^wal 5.75 percent, while 
the compound growth was not steady-'- ai|d consistent during 
the satire period. ' During the peri 04 1952 -to . 1967, x 

average annual growth rate of PDS offtake was. only a - 

. ■ 1 ■ i; 

little short of 10 percent while tha^eompund rt^t-e 
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was 4.2 percent. Inspito of 1967 being a year of vory high 
offtake at over 13 million tonnes, the; average annual rate 
& rw-*- bn uuring le6/ to 1983 came to only 1.6 percent. 

In face, after the peak of* 1969, PDS offtake exp origin cud a 


negative growth rate' during 1907-76, with the last year 
showing the lowest offtake after 1971. After 1976, there was 
again a recovery in PDS offtake and average annual growth 
rate during 1977 to 1983 exceed* d 8 percent and compound 
growth rate was about 3.2 percent. 

In order to eliminate yearly fluctuations in PDS offtake, 
if wo take three yearly average for the period of 1976 to 
1978 and for the period of 1980 to .1982 (Table III), we find 
that the offtake level increased from 10.38 million tonnes 
to 14.05 million tonnes over this period and then came down 
to 12.95 million tonnes during 1981 to 1983. 

Thus at an aggregate level one finds that the proportion 
of fixed price, publically supplied cereals in overall supply 
and its growth have been fairly impressive. During the 
recent years over 14 percent of n- t production and almost 
a matching level of net availability have been moving 
through the PDS. It can thus be seen that over 85 percent 
of net-production and availability has either been supplied 
through private trade channels or by means of self-provisioning 
by the growers. It is obvious that PDS supplies constitute 
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a relatively larger proportion of the quantiti 


s of the cereals 


witch, move througn. tn,, mark- c mac Irani snip- than of total output 
since a fairly good part of cereals output is use for self 
pi o visioning. Depeneing on the.. estimate - of marketed proportion 

oi cereal supplies, the share of PDS offtake as a proportion 


of the demand for cereals which is met through market insti- 
tutions goes up. 


The growth record of PDS is not steady. Th~re have 
been considerable fluctuations from year to year, though 
the trend has unmistakably been one of increase. One can 
see that after the peak- level of 1966, there was a constant 
decline of 'PDS offtake up to the year 1971. The annual decline 
has been fairly sizable ranging between 6 to 22 percent 
iT_ble'il), Similarly 3 annual increases too have been 
sizeable. I:* 1972 there was a considerable pick-up, with an 
increase of about 34 percent over the proceeding year. But 
again there were reductions in offtake levels in the years 
1974, 1976, 1978 and 1J81. The fall in offtake during these 
years has been considerable. Fluctuation in offtake has also 
been considerable as can be seen from the standard deviations 
estimated for the period. (Table! I) . Wo see that compared 
to the earlier years, standard deviation was lower in the 
latter years. However, the fluctuation has boon large enough 
to bring about a we aliening of the sense of steady availability 
of PDS suuelius. For a regular system of fixed-price, state- 
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supplied essential cereals, it is v-.ry i mportant that the 
public supply channels m aintain a certain constant and 
assured avallabili ty . This is essential form the point of 
view of FPS dealers as *,<311. 

Since the country has various regions with strong 
preference for wheat or rice or coarse grains, it follows 
that for emergence of PDS channels as a regular source for 
meeting the needs of people, a fairly steady commodity 
composition of cereals supplied under PDS is also essential. 
Wt- find that there were considerable fluctuations in the 
relative share of wheat and rice (particularly marked for 
wheat) in PDS offtake (Table IV). G oarse grains have all 
along b ..on rather insignificant 5 only in 1977 and 1982 
coarse grains constituted a lietle more than 6 percent of 
total PDS offtake. While in 1978 no coarse grains was 
supplied and during 1980 less than I percent was supplied 
through PDS, .in the years 1979 and 1981 they constituted a 
little over 1 percent, and during 1983 almost a percent 
of total offtake. Generally speaking, wheat has boon the 
main component of PDS supplies, while It happens to be 
a staple food for a relatively smaller part of the 

population compared to those who have rice as their 
staple diet. While the share of wheat in total cereals 

offtake fluctuated between 43 to 67 percent with annual 

variations of very significant order, in the years 1981 and 

1982 , the relative shares of wheat and rice nearly matched 


each, other. The fluctuations in the share of ric have also 
been quite extensive, ranging between about 32 to nearly 
51 percent. 

The overall significance of PD3 c. n bo appreciated 
better when viewed in terms of the number of FP3 shoos 
which have been opened throughout the length and breadth 
of ' the country. With their total approaching nearly 
3 lakhs and their- coverage becoming almost identical with the 
total population of the country, PDS can be said to have 
become an all-India affair (Table V) . Even wh-n the rural 
and urban EPS are taken separately into account (with the 
former accounting for about three-fourth of the total) 
the PDS net work appears to bo significant. 

The number of EPS has gone up from 2.38 lakhs in 
lei 77 to over 2. 84 lakhs in 1983, which was more or less 
the number in 1980. In 1980, a big increase in FP8 came 
about with opening of 40 thousand new shops. However, 

Madhya Pradesh, Manipur, Orissa, Punjab, Bajasthan etc. 
shared rtiosu of the increase. In Uttar Pradesh, there 
was an over 61 percent decrease in the number of EPS 
during 1980, followed by a near doubling in 1981. In any 
case,. the number of shops was at its highest in 1979 in Uttar 
Pradesh and till date falls short of that level. . During 
1»81 and 1982 number of FPS came down but picked up again 
to be slightly in excess of the number which existed 
in 1980. It may be recalled that as a part of the new 
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*0 -point programme, the PDS was sought to be strengthened by 
means of opening more FPS (vide point 17). The general 
approach, has been one of providing one FPS for every 2000 

persons and locating them in such a manner that generally no 
one would have to travel more than 5 kms. In order to buy 
PDS supplies. Overall it can be said that a widespread :t 

netwo r k of FIS has . comp into existence, though their 
fl uctuating num ber may wel l be producing unsettling oft- ct 
on P DS supplie s to co nsumers. 

The FPS is the point at which the consumer obtains his 
PDS supplies. Without an appropriate number and location 
of FPS, the real cost of obtaining PDS supplies would go up. 
This may offset the price difference- between IDS and open 
market. But opening of FPS by itself cannot ensure that 
PDS is meeting its objectives. Among the many important 
conditions needed in order to ensure that PDS supplies 
reach the intended consumers, one important condition is that 
there has to be a certain correlation between tno number of 
Fi S and total PDS offtake ensuring that each FPS has a level 
of turn-over capable of meeting the needs of consumers 
attached to the shop and thus enabling the FPS dialer to 
earn. his duo commission. The inter- state distribution of 
FpS and off tamo is shown in Table VI. It can be soon that 
the two are not commensurate with each other in moot Oj. the 
states. This may weaken the viability of FPS in a numbol 


of states 
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Siailcly-, it wu look at per FT S offtake 5 wo find that 
the turn- over level is not capable of making the M'S cross 
tho viability threshold in most of the states. (Table VII k.) 
Daily total offtake of wheat, rice and sugar comes to about 
ID 3 kgras per shop for the country as a whole and is as 
low as 119 kgras for Madhya Pradesh and/ 138 kgms for Gujarat. 
It is comparatively high in Delhi at over 9 quintals and 
for West Bengal at over 5 quintals. It appears that 
relatively greater emphasis g as boon laid on opening many 
more FrS than on ensuring that they are fully or adequately 
stocked, let alone the question of uniterrupted, round- the- 
vear availability of FBS goods. 

Thus, in terms of offtake, number of IDS storage, 
procurement and gross turnover of supplied commodities 
wo can reasonably speak of a large and impressive presence 
of tho states agencies in food trade, distributing essential 
goods throughout the country to a really largo number of 
people. Each day millions of men, women and children's 
queue -up in front of nearly 3 lakhs FfS in thousands of 
rural and urban centres. They not only hope to get cereals 
but also sugar, edible oils and in some stat.s, also a 
number of other essential commodities like coarse grains, 
Kerosene oil, controlled cloth, match boxes, school 
stationery and baby foods. 
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From the foregoing, it emerges that PDS supplies are 
fluctuating around 15 percent of net production. Its 

, . L b s 

commodity composition too has- been unstable/between wheat 


and. rics. Goarse grains have been too meagre a part to be 
meaningful to the PDS. A large but unsteady number of FI'S 


with inadequate turn- over which consequently affects viability, 

further degress the utility of the PDS. It also appears 

that the level of PDS supplies is not always constrained 

by overall availability of cereals to public agencies. • 

However, the size of procurement and extent of depletion of 

buffer stocks during any particular year, place an overall 

supply side constraint on the extension of the- PDS. If effective 

PDS supplies have to cover a certain size of the population, 

with a view to provide ahem with pri co-protec tv d supplies, 

and to divert a bettor part of their demand for cereals 

away from an inflationary open market, one has to work-out the 

required level of procurement and running down of stocks with 

public agencies. In a given year, procurement has to provide 

buff or- stocks for stabilisation purposes and operational 

stocks for meeting the needs of PDS. If existing stocks 

with the FCI are in excess of bufforstocks requirements, 

a part of the PDS needs can be met by running down the 
existing stocks and the rest has to be mot through 

procurement, If this is not so, procurement would have 

to replenish the inventory of cereals for an adequate 

buff or stock, as well as provide PDS supplies. 
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Tabi-.j '/lib shows that actual offtake during 1977-1983 
was, except for the year 1380, consistently lower than the 
potential supply ^ annual procurement plus operational stocks) 
available for purposes of distribution thr .ugh FPS. This is 
based on the assumption that 10 million tonnes of wheat .and 


rice provide an adequate buffer stock and the stocks in 
excess of this level arc operational stocks. It can also 
bo seen that tho gap between actual offtake and potentially 
available supply has been increasing since 1380. This 
situation of an involuntary food surplus may reflect 
both an inadequacy of purchasing power in the hands of our 
poorer sections suffering from malnutrition and also the 
weaknesses in thoydesign of the PDS. 

We haw calculated the possible coverage that can be 
achieved on the basis of available total supplies of cereals 
at actual levels of procurement and operational stocks for 
tho period 1977 to 1380. Furthermore wo have tried to 
estimate alternative extents of coverage possible, on the 
basis of a norm level of ration-? scale as well as on the 
basks of the minimum, maximum and average scales operating 
in 19 states and union territories. On the basis of tho 
minimum ration scale as found in a certain state (which 
is a little more than 40 percent of the minimum nutritional 
requirements of cereals for an average adult), we find that 
during the period under reference PDS potential supplies 


* 
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could not have served more 


than 44 percent 


of the population, 


with yearly coverage ranging b ctwuen 32 to 
of the population. If a ration scale that 


about 49 percent 
fullfiils the 


nutritional norm is considered, then the coverage could have 
boon extended to about 18 percent of the population. Only 
with the maximum scale, as found in r certain state the 
coverage would come to about 11 percent of the country's popu- 
lation. As the average ration scale for these states is 
about half of the maximum scale, the coverage on the basis of 
the average scale, comes to about 22 percent, ill these 
figures clearly bring out that with scales of different 
magnitudes, the coverage u>f IDS could have boon anything 
from 11 to 44 percent. In reality, the coverage was oven 
lower than this as actual average offtake fell short of the 
potential s upply at realised procu rement levels. The policy 
for IDS in the country was .determined in such sp manner that 
it gave access to atleast twice the number of people who could 
have been normally served with the supplies available. It 
may be that the policy of giving entitlement to, such a 
large number without mobilising commensurate supplies 
compromised the credibility of IDS and made the system 
di afunctional. This lack of credibility may have also 
contributed to non-utilisation even of the' available supplies, 
giving a shortfall, (on the average for the entire pyriod) 
of about 26 percent of the potential supply. 
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II 


The irregular and fluctuating nature of IDS offtake and its 
unsteady eoumodity- composition along -with unsteady number 
of Fi Dj detract from the significance of IDS which emerges 
from its aggregate size. Similarly , regional concentration 
of off tamo and Fi S in a. handful of states reduces the value 
of such a widespread IDS. In 1980 it was soon that West 
Buiga^j Tamil Nadu, Maharashtra, Kerala, Andhra iradosh and 
Uttar IradjSh accounted for about 63 percent of total offtake 
of cereals. (Table III), Similar statc-pvri.se concentration 
can also been seen for rice, wheat and coarse grains separately 
(Table IX, X and 2d). Those figures do not clearly bring 
out the spatial concentration of IDS offtake because they 
do not take into account the proportion of population accounted 
for by these states. 


r 


T * 


Taking annual average per- capita offtake of cereals for 
the year la7? to 1983, we find that All-India average annual 
offtake for these seven years com-s to 18.78 kg. (Tabic XII). 
It means that daily PD8 supply per person is only about 51.5 
grains which is about on eighth of the minimum nutritional 
requirement of cereals and is, as wo see later on, only a 
small fraction of. the permitted ration scale. For some of 
the most populous states of the country like Uttar Pradesh, 
Bihar, Gujarat, Madhya Pradesh, Rajasthan, Andhra Pradesh, 
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Haryana and dun jab the annual average pur- capita offtake was 
luss tnan th<b national average. For states like Rajasthan, 
JttarPradosh, Madhya Pradesh, Gujarat and Bihar, par- capita 
daily supply through PDS comes to about 28 grams only. 

In fact, it is only Kerala, West Bengal and -Jammu. & Kashmir 
■which have significantly high pur- capita average annual 
offtake ranging between 42 to 48 kgs. Table XIII shows the 
ranking of 2b states and Union Territories on the basis of 
seven yearly average offtake of cereals from PDS sources. 


We find that 11 states figure below the national average which 
is itself rather low. 'These states where P.D.S. operations 
are at a low key include some of the biggest and most backward 
states like Rajasthan, Bihar Madhya Pradesh, Uttar Pradesh, 
Andhra Pradesh etc. 


While for the state of West Bengal annual per- capita 
offtake is about 41.4 kg., we find that it is lower (about 
30.15 kg) for. modified rationing areas which accounts for 
70 percent of its total population. On the other hand, 

30 percent of West Bengal population in the cities of 
Calcutta, Durgapur and Asansol are covered by . statutory 
rationing and obtain 99.14 kg. cereals per- capita annually. 
(Table XIV). Though in a comparative national perspective, 
per- capita rationed cereal availability in West Bengal is 
Impressive, it tells adversely on the statutory nature of 
rationaing in this area (as agqfaxst informal rationing in 
the rest of the country) as the P.D.S. hero is supposed to be 



tho solo source for meeting the cereal needs of the people. 

For states like Karnataka, Tamil Nr du, Maharashtra, 
Andhra Pradesh, -tho annual average per- capita offtake is 
only marginally higher than tho national average ranging. 

between 19 'kgs. to 26.7 kgs. It is only Union territories 
and the smaller states of North Eastern India which have 

per- capita annual offtake significantly higher than the 
national average, with Delhi having almost 120 kgs., followed 
by Lakshadweep, Sikkim, Andaman & Nicobar and Mizoram 
ranging between 88 to 111.5 kgs. It is true that since we 
have a dual market for cereals, PDS supplies cannot be 
expected to meet tho entire demand or even tho needs for 
cereals. However, the relative size of the two is important, 
particularly in view of the stated aim of PDS i.e. , protecting 
the essential cereal ' consumption needs of t he poor masses. 

When, wo compare the share of different states in total 
offtake with their rspectivo shares in total population, we 
can again see that PDS appears to be a significant phenomenon 
only in a few states, mainly the deficit ones. (Table XV). 
Taking the offtake figures for 1981 to 1983 and defining 
states as deficit or surplus on the basis of comparing 

their average food production for 1979 to 1932 with their 
total cereal's requirement on the basis of a norm level of 
consumption (of 403 grams of cereals per person per day) 
we find that 11 states and Union territories accounting for 
52.3 percotn of the population take about two-third of the 


ootcil i Do of i take while the surplus states accounting for 
46.8 percent of population consume about 30 percent of PDS 
supplies (Table XV). It is clear that in a largo part of the 
country, PDS supplies form a token part of the cereal 
consumption of the people. However, it would be incorrect to 
consider .PDS relevant for the deficit status alone. 

Since PDS operates through F?S in order to make cheaper 
cereals available, it would be interesting to e xarnine the 
comparative position of states in terms of the total number 

of FPS, and total offtake. Wo see (Table VI) that it is in 
•Jammu & Kashmir, Kerala, West Bengal, Maharashtra, Delhi and 

some other union territories that the states’ share in total 
offtake exceeds their share in the total number of FPS. 

Wo have seen earlier that it is these status (except 
Maharashtra) in which per- capita offtake is much bettor than 
the national average. On the other hand, despite a larger 
share of FPS, states like ^adhra-Prndesh, ^ssam, Bihar, 
Madhya Pradesh, Orissa, Rajasthan, Tamil Nadu have a looser 
share of offtake. It can thus be inferred that a relatively 
larger number of shops cannot by themselves ensure that 
offtake improves. It can also bo seen that even with a 
relatively small number of 'FPS, it nay bo possible to 
distribute' a respectable quanitity of PDS supplies. Thus 
emphasis on starting more. FPS by itself cannot lead to 
strengthening of PDS. However these figures should be 
interpreted with caution keeping in mind the density of 
population in different regions. 


Ths inadequate, almost:' 
large- number of areas can be 
according to Bagli Committee 
67,71 percent of tlio offtake 


notional, presence of PDS in a 
soon f ron many different facts. 
Report on Controls and, Subsidies 
was confin' ;1 to urban areas in 


3 


l y 77 while the data for rural/ urban distribution of FI'S show 

that about three-fourth of such shops are in rural areas. 

It means that the rural shops distribute rather small 
quantities and a larger share of offtake in different states 
(which we have seen above) go- s to their urban areas. 

The urban orientation of the PDS can also b e seen from 
another set of data which show that generally It is the 

metropolitan areas and districts with large million-plus cities 
which account for a better part of PDS offtake. (Table XVI). 

Wu see that in Karnataka, Orissa and Maharashtra, the urban 
districts of Bangalore, Cuttack Puri and Bombay take a good 
share of PDS supplies. Wo have seen in Table XI V the share 
of Calcutta, Durgapur and Asansol in Host Bengal's total 
offtake. Similarly, Delhi which accounts for less than one 
percent of nation's population consumes.- about 6 percent of 
PDS supplies. 

:It is certainly true that urban areas, are nearly 
■ entirely market- dependent for obtaining their supplies of 
cereals. However, everyone in urban areas does not. become 
equally worse-off as a result of inflation. Then the number 
■ of people who are poDr and become relatively worso-off 
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through inflation in rural areas arc .many more than in urban 
areas. Largo number of landless farm- workers, non-owing 
cultivators, artisans and people engaged in certain services 
in rural ary as become worse off as a result of inflation. 

Relatively .Larger IDS su pplies in urban, areas, given the 
overall small size- of PDS supplies in relation to ontitlmcn ts 

make for poorer coverag e in rural areas. 

PDS in I n _ia has been treated as a. supplementary source 
of supply of essential commodities like cereals for almost the 
entire population. But adequate supplies for this purpose arc 
not made available to PDS channels. This is a conclusion 
which seems to emerge from many of the facts we have highlighted 
in the proceeding section. L . simple exercise of comparing 
the ration (or PDS supply), scales fixed in various states and 
per- capita actual offtake again bring out the inadequacy of 
overall PDS supplied to meet its avowed objective (Table XVII). 

In order to simplify the exercise we have, compared the 
ration scales applicable to urban areas (wherever such differences 
exist and which are generally higher than the : ; ncs applicable 
to rural areas) with the per- capita actual offtake in various 

states. 

We find that actual offtake is generally substantially 
less than the prescribed ration- scale in every state, actual 
offtake as percent of - ration- scale is. a little over 3.3 
percent in Rajasthan, ranges between 4.2 percent to 5.23 
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percent for Uttar Pradesh, Madhya Pradesh lies between 7 to 9 
percent for Gujarat and Haryana. For run jab, Andhra Pradesh 
Maharashtra, Karnataka, Himachal Pradesh and Bihar, it ranges 

between 10 to 20 percent. For Assam and Orissa it is about 
25 percent of the ration-scale, about 35 percent for Kerala, 

and is about 50 percent for Delhi and Jammu & Kashmir. 

The highest figures between 60 to 80 percent are seen for 
West Ban gal and Trupura. 


Further, evidence on the significance of PDS as a 

source for supplying cereals to the people can be seen by 

* 

comparing the share of PDS supplies in the consumption 
basket of cereals for some select expenditure ' classes. 

1 comparision of per- capita cereals offtake with the average 
annual quantity of rice wheat purchased by the expenditure 
class below Rs, 75 per month (NSS 28th round) shows that 
during the period 1977 to 1981, the share of the former in 
the latter ranged between 12,8 to 19.2 percent (Table 
XVIII). Its is clear that even for the poor masses, PDS 
supplied a Very small par t, r anging between one-eighth to 
one-fifth of their consumption of rice and whea t. 


another way of judging the overall capacity of PDS 
in mooting the cereal requirements of the population can 
possibly be by working out the notional number of benefi- 
ciaries of PDS. Given the total cereal offtake and 
assuming that the card-holders draw their full cereal ration 




entitlement wo work out the number of potential beneficiaries 
in status and U.Ts. for the years 1981 to 1983. (Table XIX). 

find that in states like Andhra Pradesh, Gujarat, Himachal 
Pradesh, Punjab, Bihar, Maharashtra the notional beneficiaries 
ranged between 10 to 16 percent • f their population. In State 
like, Karnataka, Rajasthan, Tamil Nadu, Haryana, Uttar 
Pradesh, Madhya Pradesh the range was between 4 to 8 percent. 

Then, **ssam, Kerala, statutory rationing areas of West 
Bengal and Orissa fall in a category with 23 to 31 percent 
of their population being capable of bonefitting at thoir 
existing level of supplies. The present level of IDS supplies 
in Delhi and Jammu & Kashmir can serve about half thoir 
population with their present ration- scales-* It is clear 
that the present levels of offtake are inadequate to enable 
a large majority to derive the benefits of PDS supplies. 

In working out the notional number of beneficiaries 
we h&ve assumed that each card holder draws his or her full 
quota of ration. This assumption we feel is justified 
given the fact that ration scales are generally not excessive 
in relation to needs and it is reasonably safe to assume 
that a significant proportion of people who avail ration 
facilities' would normally buy their full entitlements. 

In states providing liberal ration scales the poor may 
at times not bo able to buy his entire entitlement for 
lack of funds. This is how nutritional deficiencies and 
latent hunger come to persist in poor countries like India, 
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dospitw arrangements like public distribution of essential 


commodities. To 
fully drawn by a 


the* extent P.D.3. entitlements are not 
certain fraction "of card holders a larger 


number could possibly be bonofitted, (only under further 

assumptions of no diversions to the bit ck market or other 

our 

unauthorised sale to bulk buyers.) In any case exercise 
seems to succeed in bringing out the limitations of the 
P resent r . D. S . in so far as it attempts to grant access to 
a number much larger than can bo satisfied on tho basis 


of supplies mobilised for the purpose. 

Ill 

It is clear that for a large part of the country 
PDS afftake is hardly adequate to meet the needs of a 
significant part of the population, not even of the 
identified ‘poor* , The policy of combining such small supply 
levels with almost universal coverage leaves tho deter- 
mination of the actual beneficiaries of I DS (i.c. those 
who are able to obtain PDS supplies) to a variety of 
market, administrative and inter-personal and social factors. 
None of these factors can .be expected to provide better 
access to P.D.3. supplies to the poorer sections except 
probably -relatively poor quality of PDS grains, which make 
the better off sections voluntarily- ©pfe out of the pds 
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PD3 cereals, save probably for their servants. 
enhances the sub joccivo di scretion of the 5VS 
pick and choose the real b on of i claries of IDS, 
•with a view to drive away those who may bo int 


This situation 
dealer to 
particularly 
crested in 


IDS supplies and diver# the quantities thus remaining 
unsold to more lucrative channels. 

The inadequate and fluctuating level of ?DS supplies, 
especially aganigt the back- ground of almost universal 
Coverage sought and claimed to by operationalised, was seen 
to prevent PDS from becoming an effective and meaningful 
supplementary source of supply to either market supplies 
or self-provisioning for a majority of the population. 

The commodity composition of IDS which gives hardly any 
place to co rse grains (superior in nutrition) and widely 
fluctuating availabilities of rice and wheat (particularly 
aganist the background of strong regional food habits) 
also tends to prevent people form treating VDS as a stable 
and reliable source of fixed-price supply. We shall see 
later on that a largo number of factors related to Ff'S 
their number, location, periodicity of permitted purchase, 
behaviour of the -dealer, irregularity of shop's working 
hours, long queue's, unsatisfactory quality and f* ar of 
incorrect weighment, etc, , further erode the utility and 
credibility of IDS as an alternative to either markets or 
self-provisioning. These factors introduce a certain 





element of uncertainly about the level of fDS offtake 5 
particularly as a regular source of supply spread evenly 
throughout the year and over the years. 

The availability of comfortable lc-ve3. of stocks with 
the PCI and Seate Government Agencies (except in states 
which have relatively low accessibility and suffer on account 
of transport bottlenecks, e.g. the status of North East 
India) are ins tridental in ensuring round the year stable level 
oi supplies through EPS. However, this assurance does not 
seem to. get translated into reality on account of a variety 
of factors for many states. This can be seen in terms of 
seasonal intra-year - pattern of' IDS offtake in various State- 
**11 - India figures of month-wise offtake show relatively 
greater stability than state level disaggregated figures 
because in the former figures, interstate variations to a 
certain extent tend to offset each other. 

*i look at the •’ monthly pattern of offtake 

of wheat and rice for the years loSO to 1983 shows marked 
seasonal fluctuations with respect to wheat in Uttar Pradesh, 
Haryana, Himachal Pradesh, Punjab, Rajasthan, Madhya Pradesh 
and Bihar (Table XX and XXI). Similar trends with respect 
to rice can be seen for Orissa, Uttar Pradesh and Madhya 
Pradesh. Those are the states which do not distribute a 
respectable quantity of cereals through PDS and also show 
n lot of seasonal up and downs over various months. The 
states which supply fairly good quanititos of cereals 
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through PD: S also have nearly steady supplies throughout the 
year. Peak offtake of wheat is seen in the states with 
fluctuating monthly pattern of offtake in three months just 
preceding the flush season of wheat arrivals. Similarly 
troughs in those status are seen in Juno, July, «ugust and 
to some extent in October - November as well. 

In Uttar Pradesh and Madhya Pradesh, rice offtake is 
relatively high in February and March, while Orissa shows 
heavier offtake during July- Sep tembor. as for trough in 
rice offtake, wo find that all the throe states have relatively 
poor offtake during October- January. It can thus be seen 
that in addition to small quantities which are distributed 
in a number of states through IDS and sharp variations in 
the amounts distributed from year to year, there arc, 
additionally, month to month fluctuations in 'IDS offtake. 

This adds to the irregularity of PDS supplies and makes 
PDS a not very dependable source for supplementing market 
and self-provisioned supplies... Irrespective of the factors 
which make for such a seasonal pattern of offtake in some 
of the states, it erodes the utility and credibility of 
PDS in providing food security to the vulnerable sections. 

Over the last few years it appears that offtake from 
PDS channels has reached a plateau. Closing- stocks with 
public agencies have been growing almost involuntarily. 
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Then wo 
than tho 
two are 
indicate 
This s .. o 
food and 


find a few years in which th 
annual int- rnal procurement 


offtake has boon loss 
and for some years the 


almost matching each oth_,r. 


liis can be taken to 


that the vDS offtake has not boon picking-up. 
ms to bo paradoxical in view of the known size of 
nutritional deficiency in the country, (popularly 


represented in the form of the 


y: 


'oportion of population 


below poverty lino), rising prices of cereals as well as 
in view of very inadequate per- capita offtake in almost all 
Ghsi populous status which can also be considered extensive 
poverty- concent rati on areas. But poor offtake may partly bo 
attributed to poverty itself. 


Near stagnation in the growth of , IDS amounts to restri- 
cting its benefits. One may wonder as to why this is so. 

The forgoing analysis indicated that there is very little 

assurance of the availability of IDS as an alternative 
cheaper and b-tt- r source of s ; u ply? The size, composition 

of supplies, rati on- scales, etc. limit the total number of 


beneficiaries of IDS to a small proportion of .those who 
stand in need of it. h large number of other factors like 
the poor quality of grains and service by FT 8, irregularity 
of stock availability and shop-opening, losses due to under- 
weighment, .time spent in making purchases from the FlS, are 
wellknown factors making FIS notoriously unpopular. 

In our discussion on the administrative and organisational 
aspects of IDS we will examine these factors in detail. 
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Despite these adverse factors, a sufficient degree of 
price advantage offered by PDS should strengthen the 


utilisation of IDS facilities. There are some indications 
to sugg-ast that the price advantage offered by IDS supplies 
may be. weakened by some factors operating in the food, 
system of India. For one thing, wheat and rice have many 
substitutes popular in different parts of the country. 

Coarse grains like jowar, bajara, millotes, ragi and other 
foods like tapioca, potato, etc. have a fairly good degree 
of acceptability in many parts of the country, particularly 
from among the weaker sections. The- price advantage of IDS 
wheat and rice over market wheat and rice (by no means 
universal, as data from Madhya Pradesh given in Table XXII 
indicate) many fail to produce demand for the former when the 
consumers make a cross comparison between the prices of 
coarse grains and other foods on the one hand and I DS 
wheat and rice on the other. Only when the PDS covers 
these other grains and foods and supplies then with a 
price advantage vis- a- vie the market, would the consumers 
tend to buy PDS quantities, u s we sh all see, IDS prices 
of wheat and rice are also unnecessarily and unjustifia ble 
oadded fry many state gove rnment by including large overheads 
of multiple handling and som e taxes paradoxically on 
subsidised commodities. Than, as the data from Madhya - 


Pradesh about open market vhe at. prices indicated, the some 
states, over certain periods of time, the procurement 
prices do not succeed in becoming floor prices. . This 
may result in open market prices coming on pare with P^s 
prices or even going below the latter. None of these 
factors detract from the need for instituting ‘an effective 
country- wide PDS with a round th^year availability 
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Table VI 





INTER- ST. .IB 91 

S THE BUTTON 0 F.JEpS _,J*D OFkTJCB 

(1881-83) 


SI. 

Mo. 

States/ 

7 JI,„ 

Percentage share Pc 

in offtake _ ..... 

rc out age share 
in EPS 


1. 

ijidhra Pradesh 


6.20 

10.43 


o 

c. # 

xis s am 


4.25 

5 . 70 


•*8 ® 

Bihar 


.5.52 

13.20 


*“X o 

Guj arat 


3.13 

3.56 


zr 

O o 

Harya n a 


1.17 

- 1.93 


6. 

Himachal Pradesh 


0.58 

0.93 


7. 

Jammu & Kashmir 


2.19 

0.77 


8. 

Karnataka 


5.07 

5.10 


9. 

Kerala 


9.97 

4. 16 


10. 

Madhya Pradesh 


3. 63 

6.75 


11. 

Maharashtra 


11.38 

10.50 


12. 

Manipur 


0.37 

0.33 


13. 

Meghalaya 


0,68 

0.62 


14. 

Nagaland 


0.45 

0.05 


15. 

0 rissa 


2.94 

6. 13 


16. 

Punj ab 


2.10 ‘ 

3.72 


if. 

Raj as tan 

' k 

1.31 

3.71 


18. 

Sikkim 


0.30 

0.33 


19. 

Tamil Nadu 


2.23 

6.26 


20. 

Tripura ■ 


0.71 

0.30 


21. 

Uttar Pradesh 


7.41 

7.20 


22. 

West Bengal 


19.78 

6.53 

■i 
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Sable VII a 

Pin FPS QF FT^ ZE. (M ont hly in tonnes) 
( 1933 ) 



O "t? 3. u kj 

Whc-a'C 

Sice 

ougar 

To tal 

Daily offtake 

1. 

West Bengal 

6.207 

5.972 

1 . 262 

13.440 

0 lo 0 2 L> kg ins « 

2 . 

dug arat 

1.468 

0,742 

1.390, 

3.601 

133.07 kgms. 

O « 

Uttar Prad 

esh 2 . 319 

1 - 197 

2. 159 

5 . 675 

217.59 kg ms 


Had by a Prad 

vshl.076 

0, 3p4 

1.142 

3.102 

113.93 kgms. 

5 « 

Maharashtra 

2.300 

0.967 

0.360 

4.207 

161.30 kgms. 

6 , 

a gx xti a t. 

1.710 

1.637 

1.031 

4.423 

169. 73 kgms. 

7. 

iS ndhra PradeshO.454 

2. 781 

0.752 

3.983 

152.375 kgms. 

80 

Tamil Nadu 

2 * 68 5 

4.058 

1.150 

7. 374 

30 1.37 kgms. 

9. 

Kerala 

1.553 

8.265 

0.907 

10.726 

0:11. 214 kgms » 

10. 

Delhi 

17.003 

4.602 

2.161 

23.765 

911.134 kgms. 

11. 

■ .iLL INDIii 

2.025 

2.013 

0.935 

5.023 

192.538 kgms. 
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1 , lad h r a P r ad o s h 

1.54 


7. JO 

* do 

7. -JJ 

8. 14 

ry 

i * te* 

2, Haryana 

0 . 73 


1.90 

1.36 

JL * 00 

1.17 

JL W dvP 

3. SLaactial Prudes 

h 0.52 


0 . 30 

0.56 

0 mi oO 

\J m 0 O 

0.30 

4. J apnu. & kashmir 

1.91 


0.90 

2.01 


2. 14 

O.-jO 

d « iC am 3 . 1 s 3 ii 3 , 

5.17 


5.40 

4. 36 

5.40 

4.07 

5.40 

6* MaAipur 

0 . 24 


0. 20 

0.41 

0.20 

0 . 40 

?‘7 r> "s 

W a CJU 

7. 0,.issa 

2. 24 


3* BO 

2.87 

3.0} 

2. S3 

3. 30 

B.. Bunj ab 

1.61 


2.40 

2.29 

2.40 

1.92 

2.40 

9. Uttar Pradesh 

7.26 


13. 20 

6. 93 

16.20 

6.41 

16 . 20 . 

Sub Total 

24.22 


39 . so - 

25.65 

39.40 

27.76 

39.20 

DEFICIT STATES 








10, Madhya Pradesh 

4.13 


7.60 

3.27 

7.30 

2, 35 

7, <30 

11. s am 

3.79 


3.0 

3.72 

3.0 

3.57- 

O Q 

^ <~4# *-/ 

12. Bihar 

4.23 


10.2 

5.09 

10.2 

5.86 

10 . te 

13. Gujarat 

3.23 


5.0 

3. 3.9 

5.1 

2. 25 

5,0 

14.1verala 

9.14 


3. 7 

o, 82 

3* 3 

9. 69 

3.7 

15 . Mahar as h tr a 

12.37 


9.2 ,0. 

10 « 9 3 

9.4 

9.76 

Q O 

£ Cj 

1.6, Meghalaya 

0.63 


0.2 

0. 64 

0.2 

0. ;'S3 

0.2 

1 7 . N ag al and 

0.39 


0.1 

0.41 

0.1 

6.44 

0.1 

IB. Tamil Nadu 

9,00 


7.0 

3.64 

7.0 

9. '94 

7.0 

IS. West Bengal 

10.23 


8.0 

ID. 56 

3,0 

1-6.85 . 

3.0 • 

20. Rajasthan 

1.50 


5.0 

1.48 

5.0 

a- 0.69 

5.1 

21. ''•Delhi 

5. 5 3 


0.9 

6.10 

0.9- 

5.27 

0.9 


69 . 73 
. 97.54 


59.90 
99. 1 
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te/Di strict 
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TT 7'; 

„,ua' ♦ 

.Blliar, 

Maharashtra West Bengal 




* 


( 1952) 

Bau?1o tb 

\j OA. U cl Oil 

Varanasi 

Varanasi 

Bombay 

Calcutta 

5 1* £4 

27,73 

ai oe 

14.90 

35.90 


D. Kannada 

Puri 

KLluhabad Patna 

R. itnagirh 

1 Statutory 





Sundhburg 

Rationing are 

-s O f -..r 

14.54 

6.40 

3. 20 

6,75 

OO ■ R o 

oo « on 

My SO rs 

3 ala so re 

Kanpur 

Ghaibasa 

& Puna 

Modified * 



Singhbulli 

Rationing are; 

7.35 

9. 56 

5 * 60 

7 . S3 

4,64 


Solar 

Mayurbunj 

Luknow 

Ranchi 

Sholapur 


4.54 

7 . 35 

a cyi't 

*X* KjO 

6.04 

4. 20 


Dharwad 

Ken j har 

Mir zap Ur 

Dhanbad 

Nagpur 



3. 53 

7.04 

4.04 

5. OS 

'o6 » Xo 


Notes * = included other categories and FI ur Mills. 

Other categories in turn include grat Tutors Relief, 
Test Relief, NREP, Belief Camp, Large Employers and 
Employment Generation Schoino etc. 
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SI.* States/Ut, 

Ration 

Seals por 
Person por 
month 

Kvorage 

per- capita 
off take 

Off take 
as a 

of Ration 
scale 

Offtake 
as a % 
of norm 

1 . * jad h r a P r ad os h 

10.00 

1.22. 

12.20 

10.09 

(Maximum 25kg, Rico) 



2 # i^SS 0,111 

8.00 

2.^4 

28.00 

10.53 

3, Biiiar 

8.00 

0.83 

10.42 

6. 87 

■•4, "Haryana 

12.00 

0.95 

7,93 

n .—v ,*'* 

i « olj 

5 . Hi mac hal P r ad e s h 

9.00 

1,43 

lo * u<9 

11.83 

6. Delhi 

s 3D. 00 

10.71 ‘ 

% 

53*53 

88,59 

7. Gujarat 

10.00 

0.97 

9. S6'"% 

8,02 

3. Jammu & Kashmir 

8.00 

3.84 

48.04 

' 31. 76 

9. Karnataka 

7.00 

1.44 

20.52 

11*91 

(maximum wheat 15 kg. 




pur card in Urban areas 

) 



10. Punjab 

13.00 

1.33 

10.23 

11.00 

11* Rajasthan 

7.50 

0.40 

5.71 . 

3.31 

12. Tamil Nadu 

7. 00 Bice 

0.49 

7.00 

4.05 


(Maximum 12 kg/p or card.) 




and 15 kg wheat 

por card) 



13. Tripura 

5.00 

3. 62 

72.40 

29.94 

14. Uttar Pradesh 

16.00 

0,71 

i , i . 

5.87 

15. West Bong al (Statutory) 12*00 

3*73 

31.50 

31.27 

(Modifi 

Dd) ,4.00 

3.85 

96. 30 

31.35 

13. Kerala 

13.2 

4.15 

31.44 

• 34.33 

17. Madhya Pradesh 

12.00 

0.75 

5, 21 

.6*20 

13. Maharashtra 

•• 15.00 

2.00 

13.31 

16.54 

19. Orissa . 

5.00 

1.18 

23.58 

9.76 
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ML. 

1S77 

JL’«D » 

2 

126 


15. 

o 

1970 

16. 

1 

126 


12. 

•" > 

p 

1S7S 

16. 

1 

126 


12. 

CJ 

1900 

21. 

2 

126 


19. 

2 

1901 

‘ 19. 

1 

123 


15. 

2 

* = NSS 

26 th. i 
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Notion 3.1 no. of banofici 
ari s as 4 of To wil 
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1, iXidtra Pradesu 

6633 

12. 22 


5733 

27.94 

2. .iSsam 



3. Bihar 

74a S 

10.42 

4. Gujarat 

3375 

9, 06 

5. bury an a 

1051 

7.93 

6. Himachal Pradesh 

694 

15.37 

7 . j aruuu oc Kas hm r 

3148 

51. 24 

8. Kar nataka 

2376 

7.56 

S. Kerala 

3150 

31. 45 

10. Madhya Pradesh 

3313 

S. 21 

11. 'Maharashtra 

854 i 

13.31 


5333 

23.5 3 

12. Orissa 



13. Punjab 

1750 

10.30 

14. Rajasthan 

2)16 

5,72 

15. Tamil Nadu 

3441 

6. 99 

lG. Trip nr a 

1523 

72.38 

17. Uttar Prad.sh 

4998 7 4 * 41 

18. West Bonsai 

6015- (statutory 

ij.ro a; 31. ‘ 

■19. Delhi 

35 309 (Modified . 

urea) 95. 7 


Jexi 


30 ) 


____ ..o3.Rii.s3 ~ — r - — - 

HSteTTIT "iteoroovor'am mJSjSb oSTts" in “ttto £ ti'orf- s c ^ 0 n- 

Rural end Urban area, the l^ter on^_is ~ DG rson 

scale per card has been converted an® 

assuming tnoro are live persons alviaing 

2)Hotional no. of beneficiaries is ^ 0 11 ^palo 

the average offtake for 1S81-33 by issue oculu. 
ftruiT.^: Bulla 'bin in Food Statistics. 


ss;j 30N;ijty t n offt_jc3 of area 
(Average figures 1930-3$ in pore outage) 


- «*-* -mipxm 

P.cafe _ 

Troughs 



Constant, 

StrVtQS 

1 



J . 

.. - 

3 

I 77to • 

1, Aid hr a 

Sep tonibor 
(10.5) ' 

July March 
(9,5) (9.3) 

January 

(5,3) 

Fob. 

(3,5) 

Doc. 

(7.1) 

' 1 

2. Tamil Nadu. 

July 
(10. G) 

Oct. Nov. 

(9. a) (9.4)' 

April 
(6. 2) 

F*b « 

C o«o) 

March 

(6.G) 

Nil 

O !v W# ^ * *\ 4* i-*!*"* 

^ 4.V jL **JL WV v-4«S w v 

November 
• (10.7) 

Sopt. J an. 
(9.9) (9.1) 

^pril 

(3.5) 

March 

(3.3) 

February 2 
(7.2) 

■'x»g -■>» \j x ■ a.-*- a ' 

iiUg U.S t 

( 3 . 6) 

July Sopt. 
(9.3) (3.9) 

Fob. . 

(7.1) 

Jan. 

(7.7) 

April 

(7.9) 


5 # 0 ri s s a 

Sep tember 
(12.4) 

July august 
(12. 3) (12.0) 

Doc. 

(3..0) 

J an. 
(.~x* 9) 

Nov. 

(5.3) 

Nil 

•G. dost Bengal 

March 
(10. G) 

Sopt. August 
(8.5) (9.1) . 

Jon. 

(3.S) 

Dec, 

(3.9) 

Nov. 

(7.0) 

3 

/ * i&s s am 

March 

•(9.2) 

AigustOet. . 
(9.1) ■ (9.0) 

Feb. 

(3.7) 

Jan. 

(7.4) 

Nov. 

(7.5) 

1 

.0. Tripura 

March, May 
' (10. G) . 

April June • 
(9.1) .(3.1) 

Dec. 

(4,9) 

Jan. 

(5.7) 

Nov. 

(7.0) 

1 

9. Uttar Prade 

shFeh, 
(14.0) ■ 

March Jen. 
(12. S) (3.2) 

Dec. 

(5.2) 

Nov. 
(5 3) 

Oct. 

(6.3) 

3 

10* Bihar 

March • 
".(9.3) 

AUg us tMay , J uneFeb . 

(9. l) • aSeu o. ( c . o) 

(9.0) each 

Jan. 

(7.4) 

Nov. Dec. 1 

(7, 3) each 

11* Delhi 

Nov. 

(9.9) 

Sept. . Dec. 
(9.7) (9.0) 

. Jon. 

(3.9) 

Feb. 

(7.2) 

May' 

(7.4) 

3 

12* 1 aOLiu v?* 
Kashmir 

Aug us t . . 
(10.3) 

July Sept. 
(10.3) (19.7) 

Jan. 

(5.2) 

0 c S , 
(7.0) 

Doc, 

(7.2) 

3 

13. .Madhya 

P radesh 

June. 

(12.4) 

March May 
(10.7) (10.5) 

Dec. 

(4.9) 

Nov. 

(5.0) 

Oct. 

(3.8) 

2 

IT. Mo haras htraMar eh 

(9,3) 

July Aug. 
(9.0) (8.9) 

Nov. 

(3.7) 

Oct. 

(7.4) 

Feb. 

(7.9) 



2 



(Average 


•figures 1930V >3, in percentage) 


"3 t ’% be 3 


Peaj££_ „ 

2 __ 

3 

Troughs 

i 


Const a, n 

' 3 “ 

iS n 

1. Aidhra Pradesh 

July 

QO.-) 

March 

(£.i) 

August 

oTi) 

May v 
(7.3) 

April 

(7.9) 

J* une 
( 3 . 1 ) 

X 

2. Tamil Nadu 

July 

(10.5) 

Nov. Dec. 

\ O' • <£-) 

iiUg. 

(3.3) 

April 

(G.l) 

Fob . 
(3.0) 

DvhJ vi J. « 

Chi) 

3 . 

3. Karnataka 

Doc. 

(9.0) 

June 

(9.5) 

March 
(9. 2) 

Nov. 

(7.4) 

Feb . 

(7. 3) 

_AI . US t 

(Xu) 

■X 

4. Kerala 

Dec. 
(10.5) ( 

July 

.10.2) 

S3.J t# 
(9.4) 

Feb , 

(7,l) 

May 

(7.2) 

April 

(7.3) 

1 

5. Orissa 

July 
(10 . 9) 

-xUgUst 
(9.G) - ... 

June 

(9.1) 

Q c "t® Ho v %-j 

( 7 . 2 ) 

ipril 

(7.3) 

Jan. 

(3.2) 

4 

G* West Bengal 

March 
( 9 » 4} 

8e;> t. 

(9 - 2) 

Dec. 

(9. 1$ 

May } 

(7.5) 

April 

(7.9) 

Jon. ary 
(3.5) 

1 

?• Assam. 

Sept* 
(9*9) • 

Oct. 

(9.^i) 

May 

(.1) 

Feb. 

(6.6) 

May 

(7.3) 

J on. 
(3.0) 

2 

3, Uttar Pradesh 

Feb. 

( 14. S) 

March 

(14.0) 

Jan* 
(12. 2) 

J une 
(5.5) 

Nov. 

(0 « 0 ) 

August 

(6.3) 

1 

9. Biihar - 

March 

(11.7) 

Feb. 

(10.2) 

Jan. 

(9. 3) 

AUg. 

(7.0) 

Seat. 
(7( 2) 

April 

(7.3) 

3 

/ 

10. Del hi 

Jan. 

(10.0) 

March 

(9.7) 

Feb . 
(9.3) 

June 

(7.0) 

ifey 

(7.5) 

xiUgUst 

( 3 . 1 ) 

2 

11* J amixu&K as hni r 

March 
(10. 0) 

July.Aug 

(9.2) 

• Sc]kt. 
(9.1) 

Nov. 

(7.2) 

Dec. 

(7.4) 

Jan. 

(7.5) 

1 

12* Haryana 

March 
(14. 5) 

Feb. 

(13.3) 

Jan. 

(12.0) 

Oct, 

(5,1) 

July 

(G.3) 

August 

(6.4) 

■2 

'IS- .Himachal Pradesh March', 
/ (13.0) 

Feb.^priiSept.- 

10. 1) (3.6) 

xihg.ust 

(6.2) 

Nov, 

(6.5) 

July 

(7.2) 


lx. Punjab 

March 
(13. G) 

Feb. 

1 (12.3) 

J an. 
(ll.S) 

Oct, 

! (5.3) 

June 
(5 . 0 ) 

July . 
(0.0) 

2 
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r. 


17, 


' — - 

X„‘ " 

"2 

..3 

' 2 

Q 

“'3 


a. a j & s ttiaJi 

March 

(81.3) 

Feb . 

(13.0) 

■July 

(9.8) 

Oct, 

X 3 # o) 

■ Dec, 
(4.0) 

Nov. 

(1.7) 

Nil 

Guj arat 

as o 
(9.8) 

Jan. 

v3 « ay 

X‘ 0]3 * 

(9,5) 

april 

(7.5) 

No v , 
(7.0) 

March 

(7.7) 

3 

Mail ar as a era 

Oct, 

(9.3) 

u axi « # 

a.i) 

July 

(9.0) 

-•t ii^'J 3*^ «JL 

(7.7) 

May,J 

(7,'j) 

uheNov* 

(5.0) 

5 

tiQijL LltX *3 X caQL kj S <•! 

y:i 

jj (a \J * 

x 13 * x) 

March 
(18. 8) 

Jan. 
(11- 0} 

Nov. 

(5 « -i) 

Oct, 

(3.0) 

i-iCrO 0 « 

le.'i) 

1 






PUBLIC DISTRIBUTION SYSTEM IN INDIA 


POSITION PAPER FOR THE SEMINAR FROM THE 

OF P ^ E ?!n° F T C J m S “ S M«STR™ 
OF FOOD aND ClUlL SUPPLIES 

GOVERNMENT OF INDIA, OCT. 1986. 


PUBLIC DISTRIBUTION SYSTEM IN INDIA 

In a mixed economy like ours, supply management 
for goods and services for the common man is of crucial 
importance. The margin between conditions of shortage . 
and easy availability is often thin. Essential consump- 
tion articles have highly inelastic demand. As a result, 
even a small variation in availability has a dispropor- 
tionately large impact on prices. Even a limited shortage 
can cause a sharp rise in prices for the consumers. This 
price trend gets accentuated further when speculative 
elements try ' to exploit the situation. In the circumstances, 
the fate of the common man cannot be left to the free 
operation of the market forces. If owing' to certain 
imbalance between supply and demand, the prices of essential 
commodities rise very high, there is a heavy erosion of 
the purchasing power of consumers, especially of . those who 
belong to weaker sections of the society. 

In view of this, • the. P.D.S. was conceived as an 
important measure to tackle the inflationary trends and has 
eventually came to stay as a permanent feature of our economy 
for keeping prices under check, reduce fluctuations in prices 
and ensure supply of key essential commodities at reasonable’ 
prices all over the country, particularly weaker and vulnera- 
ble sections of the society. 

Today P.D.S. forms a very important part of the 
20 Point Programme. Accordingly, under Point No. 17, action 
is being taken to expand the PDS' through opening more fair 
price shops including mobile shops in farflung areas, and 
also shops to cater to industrial workers, student hostels, 
etc.. 



’'Position paper for the Seminar from the Department of 
Civil Supplies, Ministry of food and Civil Supplies, 
Government of India, Oct. 1986. 
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PDS OUTLETS AND COMMODITY COVERAGE 

The network of FPS has bsen expanding over the 
years. The number of fair price shops has increased from 
2.39 lakh in March, 1979 to 3,27 lakh in March, 1986. About 
78% outlets are in rural areas and more than 1/5th are run 
by cooperatives. 

At present seven key essential commodities namely 
wheat, rice, sugar, imported edible oil, kerosene oil, soft 
coke and controlled cloth, are procured and supplied to the 
States by the Central Government for distribution through the 
PDS. Thus, in actual operation of the PDS, there exists a 
dual responsibility of the Central Government and the State 
Govt. Agencies such as the Food Corporation of India, State 
Trading Corporation, National Consumers Cooperative Federation, 
Coal India Limited and various public sector oil companies 
are entrusted with the task of supplying these commodities at 
Central Issue Prices, which are determined by the Central 
Government. The State Governments add incidental charges,- 
like transportation, local taxes etc. while -fixing the end- 
retail price, However, Central Government has also suggested 
margins which can be charged over and above Central issue 
price In respect of wheat, rice and edible oil. 

Besides, the State Governments are free to include In 
their Public Distribution System, other commodities for which 
they will arrange, on their own, procurement and distribution 
with a view to making more commodities of mass consumption 
available to the consumers and* at the same time improve the 
economic viability of fair price shops. Thus, some State 
Governments like West Bengal, Orissa, Tamil Nadu, Himachal 
Pradesh etc. have included pulses, match boxes, toilet soaps, 
cycle tyres and tubes, exercise books, torch cells etc. for 


supply to consumers through the selected public distribution 
outlets in their respective areas, Statewise commodity 
coverage through FPS outlets is given in Annox-I. 

To deliver these goods effectively; the following are 
the essential oomponents:- 

a) Availability of essential commodities - Central 
Pool angle and State angle. 

b) Infrastructure. 

c) Proper linkages. 

d) Enforcement. 

f) Prompt corrective action. 

g) Review/ Assessment of PDS* 

a) Availability; 

Wheat- and Rice;- These- two items constitute the core 
of Public Distribution System. The allocation of uhsat 
and rice per year has been about 15 to 16 million tonnes 
during 1984 and 1985. Under PDS* offtake of wheat was about 
3.00 million tonnes and that of rice about 6.9 million tonnes 
during 1985, The annual offtake of wheat and rice taken 
together for PDS has been of the order of about 10 million 
tonnes during the year 19 84 and 19 85. The level of wheat 
stocks in the Central pool has ranged between 10 to 21 million 
tonnes during 1984 and 1985. Similarly, the rice stocks have 
been in the range of 3 to 10 million tonnes after meeting the 
PDS requirements. i n other words, the availability position 
of wheat and rice is quite comfortable. 


m. » ZL ® «* 
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ii) Sugars- The availability of sugar has been posing 
some problems for the Q >.e mment. This has happened mainly 
because of the sharp decline in sugar production. The 
production uhich was 82,32 lakh tonnes in 1982-83 has come 
doun to 61.43 lakh tonnes in 1984-85, and this year, i*e., 
in 1985-86 it is estimated to be around 65.0 lakh tonnes. 

Thus, the indigenous production is not adequate to meet the 
demand, uhich is estimated to be around' 85 lakh tonnes. To 
meet this gap, the Government' has resorted to imports. 

Eff arts 1 are afoot to increase the indigenous production with 
a viau to reduce the dependence on imports. About 40 lakh 
tonnes of sugar is provided through PDS every year, 

iii) E d i b 1 e ^ OijLs^- The supply position of edible oil has 
bean quite comfortable during 1985-86. This has been 
possible by better supply management. As against the demand 
of about 49 lakh tonnes in 1984-85, the indigenous production 
of edible oil uas about 3? lakh tonnes leaving a gap of 12 
lakh tonnes. The gap is being met by resorting to imports. 
About 8 lakh tonnes of edible oil uas provided through PDS, 
during the Oil Year 1984-85 (November - October). 

iv) Controlled Cloth;- At present, controlled cloth is being 

allocated to various States/ U.Ts on a composite criteria, 
uhich is based on total population of a State and the popula- 
tion living belou the poverty line in the State. The total 
entitlement of the States taken together uas estimated to be 
1.76 lakh bales, for the 1985-86, 85% of this . quantity is 

routed through NCCF to the State. The product-mix of 
controlled cloth is dhoti, sarae and long cloth. All the Stats 
Governments/ U.Ts have been advised to monitor the distribution 
of controlled cloth at the district level to ensure that the 
bulk of the controlled cloth is supplied to rural areas, 
particularly to those uho belong to weaker sections of the 
population. 



v) Ka ro s 3 no ; - The Government of India has been making 

quarterly allocation of kerosene by allowing 5% growth oh 
the all ejection made during the corresponding period of the 
previous year. This aims to take care of the normal growth 
of the demand for kerosene in each State. Ad-hoo allocation 
are also made to take care of tho emergency requirements 
of tho different States. Supply of kerosene is basically ' 
for the purposes of lighting and cooking and its use for other 
purposes is being discouraged. However, large ' quantities of 
kerosene continues tc be allotted to the industries and 
non-domestic consumers, and there are complaints of mixing 
of kerosene with diesel. This is ono of the main reasons 
which reduces availability of kerosene for cooking and 
lighting, resulting in shortages and malpractices. AH the 
State Governments have been advised by the Government of India 
to prevent adulteration of diesel with kerosene through 
clandestine means through rigorous- implementation of enforce- 
ment laws. They have also been impressed upon to prepare a 
district plan for allotment of kerosene taking into account 
the power position and needs of a particular area. To ensure 
greater availability to the consumers, a further increase of 
2 a S% over the last year’s allocation has been effected in 
the block of winter months, from November, 1985 to February, 
1986. Thus a quantity of 5.47 lakh tonnes is being allocated 
per month from November, 1S85 onwards. For the summer and 
monsoon blocks also, the allocation has been 1% higher than 
the corresponding period last year. Further, depending on 
tho urgency and need, the demands of State G ovarnments/UT 
Administrations are met through ad-hoc allotments from time to 
time. Total allocation during the current year is 60.65 lakh 
tonnes as against 57.58 lakh tonnes during 1984. 

vi) So ft Coke ;- Major States consuming soft coke are West 
Bengal, Bihar, Uttar Pradesh, Delhi and Punjab. These States/ 
UTs have sustainedly accounted for more than 92% of the total 
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despatches. The consumers of this commodity are concentrated 
'in the urban areas. The position of demand and offtake is 
reviewed on half yearly basis. by -no Government of India and 
statowise allocations aro decided. During October, 1985 - 
[larch 1986, a quantity of 7,6 lakh tonnes was allocated to 
the States, For the current half year, i.e,, April-Saptombor , 
1986, the monthly allocation is 2,00 lakh tonnes. 

The position of allocation and distribution of the 
essential commodities under PDS is shown bolow. 






(F 

ig ure s 

in 000, 

tonnes) 

Allocations 

1979 

1980 


1982 

1983 

1984 

1985 

i) Uheat 








.a) Allocation 

7484 

6340 

3869 

4324 

6762 

7556 

8148 

b) Distribute 
on 

3223 

4124 

3254 

3869 

4958 

3264 

3082 

2) Rice 








a) Allocation 

6260 

9673 

10137 

6910 

6830 

6848 

7916 

b) dis tribu- 
tion 

3568 

5025 

6157 

7429 

7775 

6629 

6996 

3) Sjjgar 








a) Allocation 

100 

3252 

3312 

3630 

3669 

3805 

3996 

b) Dis tribution 100 

3252 

3352 

3650 

3669 

33 54 

3314 

4) Korojserm 








a) Allocation 

N.A. 

N.A, 

4423 

5091 

5398 

5758 

6085 

b) Distribution 3880 

4092 

4588 

5035 

5303 

5749 

6070 

4 ) Edible Oil 








a) Allocation 

N.A. 

467 

.468 

449 

605 

963 

646 

b) Distribut- 
ion 

113 

! 387 

423 

413 

499 

688 

613 


6) Soft Coke 

a) Allocation 

b) Distribu- 
tion 


2187 2191 2128 


1883 


1463 


1561 


1666 



b) I INFRASTRUCTURE : - 


The responsibility of effective PDS is shared both by* 
the Central Government and the State Governments/ll. Ts 
Administration. While the Central Government is primarily 
responsible for procurement* maintenance' and supply of 
stocks, the responsibility for drauing up a comprehensive 
distribution network for proper supply of essential 
commodities rests with the States. It has been noticed that 
there is no uniform growth in tho level of development for 
requisite infrastructural facilities in matters of storages, 
transportation as well as streamlining the system of supply. 

To strengthen PDS* Planning Commission has approved an 
outlay of Rs.44.00 crores in the States/U.Ts Plans for the 
7th Plan period. In addition, an outlay of Rs.2,50 crores 
has been provided in the Central Sector basically to extend 
financial assistance to the 'North-Eastern States, Himachal 
Pradesh, Dammu & Kashmir, Andaman & Nicobar Islands and 
Sikkim, Central Government also provided assistance to 
certain States to purchase mobile vans for providing essen- 
tial commodities in the rural, tribal and farflung areas. 

During the year 1985-86, an amount of Rs. 95.02 lakh was 
provided to Bihar, Orissa, Rajasthan, Assam, Andhra Pradesh 
and Madhya Pradesh for this purpose. During the year 1986-87, 
Manipur is also being provided assistance - for starting mobile 
vans. A new scheme 'has been drawn up by the Central Govern- 
ment under which cent porcent assistance is proposed to be 
provided to enable the States/U.Ts of NE region to supply salt 
and sugar in small packs to the consumers, 

c) PROPER LINKAGES FOR PDS ;- While availability of essential 
commodities and the infrastructure are the necessary conditions 
these are not sufficient to implement the public Distribution 
System effectively. To affect distribution of these commodi- 
ties, a detailed distribution plan needs to be worked out by 
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the States/U.Ts bringing out tho required linkages at 
various points. The linkages are expected to ensure that 
the essential commodities are reached in time and distributed 
to the people for whom these are meant. It, therefore, 
involves close coordination at different levels amongst the • 
various organisations concerned with the supply and movement 
of these essential commodities. Briefly, once these commo- 
dities are allocated to various States, the arrangement for 
pre-payment, delivery from PCI or other godouns, proper watch 
during transportation of goods, receipt of stocks and final 
distribution to consumers are the State Governments responsi- 
bility. Proper planning in this regard is not only useful to 
the State Government, but that is an important instrument for 
PCI and other suppliers to plan their activities accordingly. 

d ) ENFORCEMENT AND SUPERVISION; - 

The primary ■ responsibility for the administration of 
tho PDS rests with tho concerned State Government and its 
local authorities,- it is here that the State Governments 
have a vital role to play. They have to ensure equitable 
distribution to genuine customers. Complaints are sometimes 
voiced against the existence of a large number cf bogus ration 
cards or diversion of stocks meant for public distribution 
to open market and other such irregularities. These need to 
bo brought down with a heavy hand. Both regular and surprise 
checks need to be organised and strictest action under the 
Law is called for. The Essential Commodities • Act , 1955, had 
been recently amended to provide for summary trial of all 
offences through -special courts designated for tha purpose.' 
These special provisions have bean brought in to effect from - 
1st September, 1982 and the State Governmants/U. Ts Administra- 
tions are expected to ensure that anti-social elements are 
brought to book speedily under the Act. 
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o) h omito r ing of P DS: - 

■ While the position of procurement, allocation and 
movement upto the central godouns is monitored by the 
respective Departments of the Central Government, the State 
Governments are expected to monitor Public Distribution 
System at Statc/local level. Apart from their monitoring, 
Department of Civil Supplies, Government of India, obtains 
the following 2 reports from the State Governmonts;- 

1, Weekly report ending every, Friday giving the 
position of shortages - commodity and 
areauise shortages alongwith reasons and 
action taken .therson; 

2. Monthly report showing monthly allocation of 
essential commodities to each of the Districts, 

This report is supposed to contain utilisation of allotted 
alloted stocks, information received on shortages 
and measures taken, infrastructure developed 
in rural areas to ensure regular supply of essential 
commodities and number of meetings of Consumer 
Advisory Committees held at Taluka/block/district 
level. Specific cases of shortages/price rise are 
:• taken up with State Governments/U.T Administrations, 

the concerned Central Departments for corrective 
action. Apart from this,.' senior off icers of the level 
of Deputy. Secy. , and Joint Secretary visit different 
States/U.Ts regularly with -a view to assess the func- 
tioning of Public Distribution System. The Department 
of Civil Supplies has also prepared a check list of 
important points which should be looked into by the 
inspecting officers of the Central and the State 
Governments. 
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f 5 CORRECTIVE ACTION AN D REUIEU OF PDS :- 

nonitoring is not an and in itself* It is only an 
instrument for taking corrective action* In this process, 
wo notice situations like shortages of stocks in godouns 
or ue notice bad quality or may be owners of the Fair price 
Shops have not made payments in time. Thero may even bo a 
problem of short ueighment or may be delayed delivery even 
after making payments, etc. There could be several problems 
which might have come to light during monitoring. Uhile 
action on such problems is taken on immediate basis, a 
review is required for taking policy decisions tg avoid any 
recurrence of the same, or similar problems in future. It 
is most crucial to the success of the PDS that District 
Collectors personally hold problems solving meetings at least 
once in a week, the difficulties, shortcomings and bottle- 
necks in the PDS noticed as a result of feedback material 
are thrashed out and corrective action taken in such meetings. 
Some bottle-necks may be solved finally at this level. Others 
may require decision at the State level. 

g) ROLE OF ADVISORY/ VI GILANCE CQm ITTEES ; 

State Governments/U.T administrations have been advised, 
from time to time, to constitute Consumer Advisory/\i igilance 
Committees to supervise the working of the public Distribution 
System at district, block, tehsil and fair price shops level. 
This was intended to protect the interests of the • consumers by 
involving themselves in the programme. public Co-operation 
and vigilance can be of much help in rooting out mal-prectices 
of unscrupulous elements. Similarly, illegal activities like 
diversion of stocks meant for Public Distribution System to 
open market and use of bogus ration cards can also be checked 
with public co-operation. 
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Tho complaints regarding inferior quality of wheat 
and rico sold through the fair price shops as well as 
the little impact of the benefits of PDS to poorer sections 
of the population, particularly those residing in the rural, 
remote and inaccessible areas are sporadically received. If 
tho Consumer Advisory/Vigilance Committees at the lower level 
arc activated, with their cooperation and vigilance, it 
could be possible to ensure timely supplies of cereals, sugar 
and kerosene to tho villages also. 

h) EXPERIENCE OF SOME STATES; 

Some States like Gujarat, Tamil Nadu, Kerala, Andhra 
Pradesh, Himachal Pradesh, and Tripura have developed an 
efficient infrastructure for Public Distribution System. The 
system of distribution of essential commodities has also been 
streamlined apart from regular monitoring -.and enforcement. 

In Tamil Nadu and Delhi P.D.S. itams are delivered to the 
door stop of tho fair price shops.' Gujarat has prepared ■ 
districtwise maps with a view to exactly • identify tho loca- 
tional advantages/of ficianciss of the network. This not 
only helps in assessing the need for additional FPS/outlets, 
but proper distribution is also ensured. These States have 
also made considerable efforts in increasing the number of 
cooperative, FP cutlets and, in this process, private traders 
have been eliminated to a large extent. In Andhra Pradesh, 
Tamil Nadu and Karnataka, specially subsidised rice is provided 
to the target groups. Gujarat provides specially subsidised 
wheat and rice to the people below poverty line. Central 
Government has also announced a scheme to provide specially 
subsidised wheat and rice in all the Integrated Tribal Develop- 
ment Programme (ITDP) areas and for the States which are fully 
tribal ones'-. The special reference to weaker sections by these 
States has helped the people at large. 
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The monitoring and enforcement measures 
; ,summe special importance in the States and in the areas 
where such schemes are in operation. 

GUIDELINES TO STATES ; - 

The Central Government has, from time to time drawn 
the attention of the States/UTs for strengthening and 
streamlining of the PDS, The guidelines issued in this 
regard are;- 

i) Opening of new fair price shops wherever necossary 
to provide ^asy physical access to consumers and 
supply of a ration card to every family both in rural 
and urban areas, ~ 

ii) Provision and improvement of infrastructural facili- 
ties such as storage and transportation of essential 
commodities to the last link i.e. fair price shops, 
in rural, backward, remote and inaccessible areas, 

iii) Provision of a proper monitoring system at the block, 
district and State head-quarters levels to ensure 
up-to date information in respect of supply or 
otherwise of essential commodities to the fair price 
shops, 

iv) Preparation of district-wise plans for allocation 
and distribution of wheat, rice, sugar, imported 
edible oils, controlled cloth, kerosene, salt and 
coal, 

v) Setting up of Consumers Advisory and Vigilance 
Comrnitteos at various levels including the fair 
price shops level. 


StatsuisQ break-up 
sjj ppl iod t hrou gh f; 

W a Namo. of State/ tj.’ 

Andhra Pradesh 

Assam 

Bihar 

Gujarat 

Haryana 


Himachal Pradesh 


of the- commodities being 
■ir price shops as on 31.3 ,85 

r. Commodities supplied throuch 


price 



Rica, Uhsat imported,, edible oil. 

Kerosene and sugar. 

Rico, Atta, sugar, salt, edible oils, 
korosena, controlled cloth* 

Wheat, rice, sugar, kerosene oil, edible 
oils and exercise books, 

Wheat, rice, sugar, edible oils, coarse 
grains. 

Wheat, rice, sugar, edible oils, coarse 
grains. Wheat, atta, sugar, rica, 
kerosene oil, edible oils and control- 
led cloth. Ten items viz. tyros tubes, 
match boxes, exarciso books toilot soaps, 
pulses, tea, washing soap, soda, battery 
cells and salt aro distributed through 
selected fair price shops. 

Wheat, atta, rico, sugar, rapeseed oil, 
soyabean oil, palm oil, palrnolion, 
pulsos, parched gram, iodised salt, 
exercise books, maida, suji, basen, 
washing soap, toilet soap, washing 
powder, cloth (controlled cloth and 
non-control led) blankets, shawls, tea, 
p.v.c. shoes, matcho boxes, pencils 
ra.fills/ball pan/, pons, pulbs, torch 
cells, candles, vegetables ghae, milk 
powedor, cement(both levy and non levy) 
kerosene oil, LPG , cattle feed, tyres/ 

. tube s/typewriters, confiscated goods. 
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7, Jammu & Kashmir 

8, Karnataka 

9, Kerala 


Rica wheat, atta and sugar coarse grain., 
shawl* 

Sugar, rice, wheat, suji, maida, edible 
oil, kerosene oil. 

Rice, wheat, sugar, kerosene, controlled 


cloth edible oil. 

10. Madhya Pradesh Uheat, rice, sugar, edible oil, kerosene 

oil, controlled cloth, tea, match 
boxes, soap jouar, salt, soda, rawa, 




maida, beedies and exercise books. 

11. 

Maharashtra 

Rice, uheat, 

jouar, edible oils, sugar 



and kerosene 

oil. 

12. 

Manipur 

Rico, Sugar, 

wheat, edible oils. 



cement, GCI 

sheets , iron mate rials. 

13. 

Meghalaya 

Rice, sugar, 

salt, atta, edible oils. 

14. 

Nagaland 

Sugar, salt, 

rico and uheat products. 

15. 

Orissa 

Rice, wheat, 

sugar, kerosene oil, odibl 


oils controlled cloth, cement, pulses, 
baby food, cycle tyros/tubes, concessio- 
nal paper, exorcise books, soaps, 
cosmetics, toa. 

16. Punjab Sugar, wheat, atta, rice kero so no oil, 

imported edible oil, pulses and 
controlled cloth. 


17. ■ 

Rajasthan 

Rice, sugar, 

edible oils,. 

wheat. 

18. 

Sikkim 

Rice, sugar. 

edible oils, 

wheat and 



kerosene. 



19. 

Tamil Nadu 

Rice, wheat, 

maida, suji. 

sugar, 


kerosene oil, edible oils and control- 
led cloth. In addition, the following 
items are stocked and sold by the 
fair price shops, salt, khus-khus, toor 
dal, turmeric, cummin seeds, mustard, 
peas, peppier, mathi garlic, palmgun, 
Jaggery, chillies, corriander, blackgram 
dal G. Gram, groundnut oil, coconut oil 



GOVERNMENT OF INDIA 
DEPARTMENT OF CIVIL SUPPLIES 

“X- *,c *.Hc vHC- •vHH*" 

CHECK LIST FOR INSPECTION OF PUBLIC DISTRIBUTION 
SYSTEM BY SENIOR OFFICERS. 

i) What are the storages and lifting arrangements mads by 
the State Government? 

ii) What are the arrangements for joint inspection of stocks 

of wheat and rice by the FCI Officers and nominee officers 
cf the State Government before issue to the fair price 
shops? 

iii) System of issue of permit by District Supply Officers to 
fair price shop ouners and arrangements to monitor their 
lifting programme. Is it properly tied up with FCI and 
other concerned depots? 

iv) System of issue of permit by the District Supply Officer 
to fair price shops ounors in rural areas, system of 
monitoring of the programme cf permitted stocks by the 
FPS owners and the level of infrastructural arrangements 
made to ensure regular supply to them? 

v) Financial position of fair price shops and credit arrange- 
ments made by the State Government, 

v i) Urban and rural break-up cf FPS and distribution of FPS 

at district level, 

vii) Whether ration cards have been issued and the commodities 
are provided strictly against ration cards. Quantum of 
ration allowed per head per month? 
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viii) Monitoring arrangements at district level and whether a 

rouicu of allocation and offtake is undertaken periodically? 

ix) Unather^ position of PDS is reviewed by the Q.M.S in meetings. 
Pei on city of those meetings. Uhat exactly is monitored/ 
reviewed in such me g tings? 

x) Uhat is the system fcllouod for distribution of controlled 
cloth? 

xi) Uh 3 t is the distribution systom followed for kerosene and 
soft cake? 

xii) Whether the margins provided to the fair price shops 
own-rs are adequate? Details of various components 

of margins should be obtained and the rationale thereof 
should be clarified by the State Government/District 
Administration. 

xiii) Whether any schedule- of inspection/visits has been drawn 
up for the year 1986 - 87 ° 

xiv) Total requirement of fair price shops and districtwise 
targets and achievements may be obtained. 

xv) Whether staff for managing PDS is adequate a t all levels? 

xvi) Whether there is any arrangement for training of PDS staff? 
xvii) Whether districtwise maps on PDS have been prepared showing 
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location of fair price shops and godouns? 
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gingelly oil, bathing soap, washing 
soap, invalied foods, talcum powder, 
shaving blades, battery cells matches, 
post card (numbering 39 items). 


20. Tripura 


21. Uttar Pradesh 


22. An deman and Nicobar 
Islands 


23. y 03 t Bengal 


24. A-unachal Pradesh 

25. Chandigarh 

26. Dadra and Nagar 
h'avoli 

27. Oolhi 

28. Goa Daman and Diu 

29. Lakshadweep 

30. Mizoram 

31. Pondicherry 


Salt, sugar, rice, wheat, atta, 
kerosene oil. 

Wheat, rice, sugar, in addition 26 
items in urban areas and 24 items in 
rural areas are being distributed 

through cooperatives. 

Rice, wheat, sug®r, atta, salt, suji, 
controlled cloth, edible oils, keroson 
matches, soap, exercise bocks, spices, 
tea, chillies, vanaspati ghee, butter 
dry cells, paper, maida, onion, potato, 
pulses and coffee. 

Rice, wheat, sugar, pulses, suji, 
controlled janta cloth, edible oils, 
kerosene oils, toilet soap, laundry 
soap, soft coke, matches, exercise 
books candle, spices, salt, flour. 

Rice, wheat, sugar, kerosene oil, salt, 
controlled cloth. 

Sugar, rice, atta, imported edible oils. 
Sugar, wheat, rice, edible oils. 

Rice, wheat, resultant atta, maida, suji 
sugar edible oils. 

Rice, Wheat, sugar, edible oils and 

controlled cloth cement. 

Rice, wheat products, sugar, kerosene, 
cement controlled cloth and soft coke. 

Rice, sugar, wheat, edible oil, salt 
kerosene, and cement. 

Rice, wheat, maida, suji, sugar, edible 
oil, kerosene oil, refined bl o ache d-d e~ 
odourised coconut oil. 
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PLAN PERSPECTIVES 



THE PUBLIC DISTRIBUTION SYSTEM : 


PLAN PERSPECTIVES 


1. I PLAj 

The system of food controls to be maintained has 

to be related to the needs of the urban and other 
highly deficit areas.. This means that cities and towns 
above a certain size - which might vQry according to 
local conditions in each State - must be statutorily 
rationed and the needs of highly deficit areas, like 
Travanco re-Co chin, must be similarly looked after. A 
system of controlled distribution through non-st atutory 
rationing should normally be adequate for other areas, 
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2. II PLAT 

The maintenance by Government of an adequate 
foodgrains reserve at all times, so as to, be able to 
meet an adverse situation effectively and promptly, is 
a necessary safeguard against the inflationary pressures- 
implicit in a big developmental programme. In principle, 
this applies not only to foodgrains but also to important 
raw materials and a few other consumer goods. 



A network of cooperative and governmental agencies 
close to the farmer, licencing and regulation of wholesale 
trade extension of state trading in suitable directions 
and a considerable sharing by Government and cooperatives 
for the success of purchase and sale operations for 
stabilising prices and correcting seasonal and regional 
variations. Regulations and control of prices are in 
this view an aspect of the problems of institutional 
changes - that is, a strengthening of public and coopera- 
tive as against private agencies - that must necessarily 
accompany developmental planning, 

PP. 

4, IV PLAN? 

Efforts have to be made to ensure that the fair 
price shop system is gradually replaced by an arrangement 
under which the cooperative consumer stores or shops of 
multipurpose societies become the principal apparatus for 
public distribution of foodgrains. The cooperative con- 
aume-t stores can play a crucial role, especially in 
the rural areas, if their number Is increased. At present, 
the fair price shop system, working mostly through private 
units, depends on State initiative and action and there 
are large fluctuations in the operation and extension of 
the system from year to year. Such a system is also apt - 
to be dismantled as soon as adverse conditions disappear. 
This is wasteful. Attempts will be made in the Fourth 
plan to promote viable cooperative shops which will depend 
not merely on the distribution of foodgrains under the 
public distribution system but have activities covering 
the sale of other goods of mass consumption. 


pp. 234-5 
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5. V PLAN 

In ensuring registered wage increases there are 
essentially two mechanisms that may be deployed. One 
involves revisions in wages and dearness allowances at 
periodical intervals in keeping with changing prices of 
essential consumer goods and also on the basis of 
recorded productivity growth. The other method would 
consist of pegging the prices of essential commodities 
at relatively low levels for ensuring supplies of 
reasonable quantities through a system of public dis- 
tribution, obviating the need for very frequent changes 
in dearness allowances and wages. There are considerable 
advantages of the latter system, provided two essential 
conditions are fulfilled. First of all, a system of 
public distribution must avoid any sizeable subsidies on 
the public exchequer, which would otherwise eat into the 
resources needed for investment. This, in turn, would 
require that a reasonable quantity of the required 
commodity must be obtained at prices which will lie below 
the open market prices. Furthermore, it is essential to 
make sure that distribution -costs are kept as low as 
possible. The second prerequisite is that the list of 
distribution system should be reasonably small and the 
commodities must be homogeneous in character. 

Its rationale must derive from the need to discourage 
soec ilative activities in the area of trading, on the one 
hand, and the need to ensure steady growth of production, 
on the other. Demand and supply conditions for different 
commodities must be very carefully considered in matters 
relating to the fixation of prices as well as in determining 
the proportions of supplies of different commodities 
which will be made available through the fair price shops. 
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6 . VI PLAN 

From the point of view of maintaining stable 
price conditions, an efficient management of the 
supplies of essential consumer' goods is of crucial 
importance. The demand for such commodities being 
largely inelastic, even a marginal fall in their 
output and availability often leads to a dispropor- 
tionate increase in prices. Further, as most of 
these commodities are agriculture-based, their prices 

are subject to large seasonal variations. Public 

to 

distribution will, therefore, have play a major role 
In ensuring supplies of essential consumer goods of 
mass consumption to people at reasonable prices, 
particularly to the weaker sections of the community. 

A large proportion of agricultural products - food 
grains as well as industrial raw materials tends to come 
to the market immediately after the harvest when prices 
are depressed. A mechanism for buying such commodities 
at prices which ensure a certain minimum prP.fit to the 
producers and their distribution through the public 
channels would provide a two sided shield to protect 
the poor; in relatively easy times, they/Would be assured 
a minimum profit margin and in critical times they would 
receive supplies of essential commodities at reasonable 
prices. The public distribution system will, therefore, 
have to be so developed that it remains hereafter a 
stable and permanent feature of our strategy to control 
prices, reduce fluctuations in them and achieve an 
equitable distribution of essential consumer goods. 


The public distribution system will also be necessary 
for operating the dual pricing arrangements in the case of 
certain commodities. : Under these arrangements, a certain 
proportion of the output of the commodities involved is 
procured by public agencies or agencies designated by the 
Government at reasonable prices for distribution through 
approved channels, while remaining supplies may be dis- 
posed of by the producers at market prices. This would 
ensure availability of certain quantities of selected 
commodities to the consumers, particularly the vulnerable 
sections ,at reasonable prices and at the same time allow 
the producers to realise on the whole after price for 
their produce. 

An efficient public distribution system requires a 
nexus between production, procurement, transportation, 
storage and distribution of the selected commodities. 

In the past, responsibilities for these have been 
fragmented and thus there has been a lack of an integrated 
systems of apo roach which alone can ensure an effective 
system of public distribution. It is proposed In the 
Sixth Plan to follow such an approach and to pay 
attention, apart from production and procurement, to 
transportation and proper storage of the commodities 
covered by the public distribution system. A linkage 
will be established among the concerned agencies in the 
C s ntral and State Governments as well asfeublic under- 
takings, and cooperative institutions at various levels. 

In view of the complexity of the problem a selective 
approach is called for in the matter. The essentiallity of 
commodities to be covered under the system has to be 
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determined with reference to the needs of the common man. 
Applying this criterion, cereals, sugar, edible oils, 
kerosene, soft coke, controlled cloth, tea? coffee, toilet 
soap, washing soap, match boxes and exercise books for 
children etc. could be treated as essential items for 
.public distribution. The emphasis has to be on reaching 
all parts of the country, even if it means selection of 
fewer essential commodities for supply through the 
system. Besides it is not necessary that the public 
distribution system all over the country should have a 
standardised list of commodities. The different regions 
may have different preferences. Further, different 
commodities may assume importance in the scheme of public 
distribution at different points of time. But having 
regard to the standard of living of the vast majority of 
the people, it is obvious that the overwhelming majority 
of commodities needing the care of the public distribution 
system will be fairly common for the entire country. 
Dabending on local conditions the public distribution 
agencies may undertake operations in respect of 
certain perishable commodities also, provided, suitable 
storage facilities are available or can be provided. 

For the success of the public distribution system the 
maintenance of the supply line of the commodities selected 
for distribution would be of crucial importance. Even a 
temporary interruption in supplies- could create great 
hardship to the people. The Plan includes suitable 
programmes for increasing the production of essential 
articles of mass consumption. There would, however, be 
need for forward planning in respect- of individual 
commodities, so that the domestic supplies could be 



suitably augmented by timely imports, wherever possible. 

3 sides, adequate arrangements should be made for 
procurement, transportation, storage and distribution 
of the commodities at the Central, State and local levels, 
buffer stocking may also be desirable in respect of 
certain commodities. In regard to foodgrains, the Plan 
envisages building up of buffer stock of 15 million tonnes 
to minimise the impact of weather fluctuations on their 
availability and prices. 

For the effective functioning of the public distribu- 
tion system, it would be necessary to revamp and strengthen 
its infrastructure and expand the system quickly to cover 
all areas in the country, particularly - the backward, remote 
and inaccessible areas. Special attention will need to be 
given to rural areas, as the system is relatively less 
developed in such areas. 

At the national as well as State levels, arrangements 
generally exist for procuring essential commodities and 
supplying them through the public distribution outlets. 

In regard to foodgrains, the necessary operations are 
undertaken by the Food Corporation of India. In the case 
of sugar, the operations are undertaken by the Food 
Corporations of India in some States and Civil Supplies 
Corporations or co-operatives in other States, The 
responsibility for importing and distributing edible oils 
has been entrusted mainly to the State Trading Corporation 
of India. Soft coke is being handled by the Department 
of Coal and Coal India Ltd, Kerosene is being handled by 
the public sector corporations like Indian Oil Corporation. 
Hindustan Petroleum, Bharat Petroleum, etc. The production 
of controlled cloth has now been generally entrusted to 
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the National Textile Corporation and distributed through 
the National Consumers Cooperative Federation. Similarly, 
tea is being procured and distributed by the National 
Consumers Cooperative Federation and Coffee supplied by 
the Coffee Board. The supply of match boxes is arranged 
through the Khadi and Village Industries Commission. As 
regards exercise books, the State Governments receive paper 
at controlled price for conversion 'into exercise books 
through their own organisations. For toilet soap, in the ■ 
absence of any public sector agency, the necessary arrange- 
ments for supply are being made by the India soap and 
Toiletries Manufacturers Association. These arrangements 
will need to be kept continuously under watch an^suitably 
strengthened ot modified whenever necessary. 



In the States, distribution of essential commodities 
received from or through the Central agencies is, by and 
larger being handled by the State Civil Supplies Essential 
Commodities Corporations, State level apex consumer 
cooperative federations and other designated agencies. In 
some states like Tamil Nadu, Punjab and Kerala, the Civil 
Supplies Corporations have opened their own retail outlets 
also. 

A number of States have a -fairly developed system of 
consumer cooperatives. In 1979-SO, out of the total fair 
price shops numbering 2.5 lakhs, nearly 72,000 were In the 
co-operative sector - about 58,000 in rural areas and 
14,000 In urban areas. B e sides, there were 470 wholesale 
consumer stores with 4500 branches (including 200- departmental 
stores) and 1500 primary stores functioning in urban areas. 
There are State level co-operative federations In each State 
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The co-operatives in both urban and rural areas 
are selling consumer articles worth about Rs • 1600 crores 
per annum. The co-operative and Civil Supplies Corpora- 
tions together, therefore, seem to be meeting only a 


small proportion of the essential consumer needs at 
present, iheir- share in the trade in essential commodi- 
ties will need to be increased substantially in the 
Sixth Plan period. 


For the successful operation of the public distribu- 
tion system, it would be necessary to revamp and 
strengthen the existing arrangements. In the States, 
where strong co-operative movement exists, the apex body 
of consumer co-operatives and marketing societies may take 
up the responsibility of procurement storage movement and 
distribution of essential commodities. However, in other 
States, it would be necessary to set up Civil Supplies 
Corporations or strengthen the existing Civil Supplies 
Corporations Essential Commodities Corporations. 

The Civil Supplies Corporations may have to construct 
some godowns also for meeting their requirements, where 
adequate go down space is not available from the Central 
and State Warehousing Corporations, Cooperatives, etc. The 
corporations will also have to build up a cadre of trained 
personnel. For this purpose, effective training will be 
necessary . 

It has been found in practice that neither the 
private sector nor the co-operatives volunteer to go to 
in-accessible areas, especially areas inhabited by the 
tribal s and weaker sections of the community because of the 
non-viability of operations there. The State Governments 
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will have, 
their, own' 
agencies . 
outlets in 


therefore, to shoulder this burden through 
Civil Supplies Corporations or other suitable • : 

Some subsidy may also have to be given to fetail 
such areas in the initial years of their operatio 


In view of the weak esource base of the North- 
Eastern States, the Plan includes a provision for assisting 
such States in setting up Civil Supplies Corporations as 
also for assisting the corporations for constructing godowns 
and for subsidy to retail outlets in inaccessible areas, 
etc. 


It would also be necessary to strengthen and expand 
the structure of consumer cooperatives in both urban and 
rural areas and increase the number of cooperative retail 
outlets, in order to cover effectively all sections of the 
community, particularly the Weaker sections. Necessary 
provision for this purpose has been made in the plan. The 
main targets are indicated below: 


Consumer Cooperatives 

1979-80 1884-85 


1. Fair Price Shops (Number) 


(a) Urban - 14,501 

(b) Rural - - - 57,744 

2, Distribution of consumer articles (rs. 

(a) Urban - - - - ~ 800 

(b) Rural --------- 800 

The total number of fair price shops, includi 


20,000 

80,000 

in crores) 
1,600 
2,000 

ng private 



outlets in the country is proposed to be increased from 
2,5 lakhs at present to 3,5 lakhs by the end of the 
Sixth Plan. 

Every cars will have to be taken to ensure that the 
retail outlets established by the Civil Supplies Corpora- 
tions or those operating in the co-operative sector are 
economically viable. Since a considerable infrastructure 
of private retail outlets exist and these have generally 
been operating for a long time, they would continue to 
play an important role in the public distribution during 
the Sixth Plan period also. 

Emphasis has to be placed on efficient and socially- 
oriented rnakeeting techniques and every effort will have 
to be made to reduce the cost of distribution by taken 
advantage of the economics of bulk handling, avoiding 
cross movement of goods,- building up a net-work of rural 
go -downs and use of non-mechanised means of transport 
from these go downs to consumer centres as far as possible. 
Besides, some fast selling items may -be allotted to fair 
price shops in the public and the co-operative sectors to 
improve their financial viability. They should also be 
encouraged to handle postal articles and family planning 
materials. 

Co-ordination and linkage between the consumer and 
marketing co-operatives would be strengthened so that the 
former could procure farm products directly from the 
farmers. Further, with a view to enabling the co-operatives 
to play a larger role in the public distribution system and 
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the supply of essential articles in the rural and urban 
areas, considerable expansion in the storage capacity of 
co-operatives is envisaged 4 


The usefulness of the public distribut 
enhanced through horizontal linkages with pi 
For instance, mobile fair price shops may be 
Centres where rural works are in progress. 


ion would be 
an programmes. 

organised at 
Regular fair 


price shops could be established in areas where large-scale 
employment is generated under the Plan projects and 
programmes. The possibilities of non-formal staffing, i.e. 
use of personnel on part-time basis, may also be explored 
in appropriate places in order to minimise costs. 


In the tribal areas, it may be noted, the problem is 
not merely one of supplying the other requirements, 
including the requirements of production inputs, and of 
procuring the products of tribals at reasonable prices, 
since they are often exploited by the middle-men. Some 
arrangement may also have to be made to supply goods to 
tribals on barter basis. The public agencies in tribal 
areas will have to take up all these tasks. 


pp.81-83 
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7. VII PLAN 

Public Distribution System! 

The public Distribution System (PDS) is recognised 
as a permanent feature of the strategy' to control prices, 
reduce fluctuations and achieve an equitable distribution 
of essential goods. Since an efficient public Distribution 
System requires nexus between production, procurement, 
transportation, storage and distribution of the selected 
commodities brought under the system, the Sixth Five Year 
P.' an underlined the need for a selective approach and a 
certain flexibility in assessing the essentiality of 
commodities for public distribution. Though from the 
point of view of needs of the common rnan cers§].s, sugar, 
edible oil soft coke, kerosene, controlled cloth, tea, 
coffee, toilet and washing soaps, match boxes, and 
exercise books for children were considered such essential 
items, the Central Government confined its responsibility 
to seven commodities viz. , wheat, rice, sugar, imported 
edible oil, kerosene, soft coke, and controlled cloth* 

These seven commodities constitute the core of the Public 
Distribution System (PDS) . It was, however, not considered 
necessary that the PDS . all over the country should have a 
standardised list of commodities. T’r.o different regions 
could have different needs and preferences depending upon • 
local circumstances, and might add to these seven commodi- 
ties by arranging to procure these on their own or through 
the agencies nominated by them. Some State Governments 
have, therefore, been distributing a large number of 
essential commodities through fair price shops. The 
C e ntral Government have also been assisting the State 
Governments by arranging with the manufactures of certain 
commodities of mass consumption like toilet soaps, match 



boxes, torch cells, razor blades, cycle tyres and tubes 
and in supplying these commodities at whole-sale prices 
to the State Governments for distribution through Public 


Distribution System* Tha 
advised to make full use 
can have -access to those 


State Governments have been 
of this facility so that consumers 
commodities at reasonable prices. 


The working of the PDS is periodically reviewed in 
consultation with the State Governments and corrective 
measures are taken from time to time to improve the supply 
of various essential commodities to the consumers. At the 
Centre, an Advisory Council on Public Distribution System 
has been constituted to review its working from time to time. 
For supervision over the Public Distribution System all the 
States have, on the suggestion of the Central Government, 
set up Consumer* s Advisory Committees at district and tshsil 
levels in some form or the other. The States have also 
been asked to strengthen their administrative infrastructure 
for improving the PDS. As a result of effective implementa- 
tion, essential commodities are reaching the weaker sections 
of the society. For example, during 1983-84 the PDS had a 
definite stabilising impact on the price pressures on all 
these items. 

Expansion of the Public Distribution System has been 
made an important point of action in the new 20-point 
programme. Special emphasis is being given on increasing 
the number of fair price shops in the hitherto under-served 
and unserved areas and on organising mobile shops in far 
flung regions. The main thrust of expansion is in the 
rural areas with special attention being given to remote 



and in accessible areas, so that the public Distribution 
Systemg/be comes supplementary to the poverty alleviation 
programme . 

The total number of fair price shops has increased 
from 2.39 lakhs in March, j.979 to 3,15 lakhs in January, 
1985. The volume of sales through the public distribution 
system has increased from 17.94 million tonnes in 1979 to 
24.77 million tonnes in .1984. 

After detailed discussions with the States/UTs 
representatives an outlay of Rs. 41.21 crores and Rs.2.80- 
crores have been allocated for the States and UTs respec- 
tively under the States/UTs Plan for Civil Supplies. In 
addition, an outlay of Rs.2.50 crores has been made in the 
Central Plan for strengthening the Public Distribution 
System. 


*********** 



REPORT OF THE 7TH PLAN WORKING GROUP 
ON PUBLIC DISTRIBUTION SYSTEM 
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Introduction 

In a mixed economy like ours, supply management 
for goods and services for the common man is of crucial 
inport an ce. The margin between conditions of shortage 
and easy availability is often thin, a rise or fall in 
production of essential commodities even by a small 
margin makes a lot of difference in the situation of 
availability, price a n d distribution. Though the Public 
Distribution System has been in existence in some form or 
the other for the last four decades, the objective of the 
public distribution system - a distributive mechanism _ 
has, however, been changing from time to time. Initially, 
the role of the system was seen primarily as a fire fitt- 
ing operation and that too necessary in a .scarcity situa- 
tion only. 

Role of the PDS in the Sixth Five Year Flan. . 

’Taking into account the special feature of weather 
depending economy, where a surplus can turn out a defic- 
ient situation in a short time, the importance of the 
public distribution system for improving the socio- 
economic conditions of a large section of the population, 
was recognised and endorsed in the Sixth Five Year Plan. 
The public distribution system w as conceived as a potent 
instrument in ensuring supplies of essential consumer 
articles of mass consumption to people at reasonable 
prices particularly the weaker sections of the community. 
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~ ne S " XLfl rlve 1 ear Plan document recoanic^d — • 
permanent feature of st- *teay to ccn f^, ‘ 

flurtn^-^n *• 9 ^ and reduce 

tluctua^ons, m tn e follovvina words: 


rice 


■^ne puuj.2 c drstriicutlen ct/cf . , 

, UUULijn system win, therefore 

nave to be so developed that it remains hereafter 
a stable and permanent feature of our strsteov to 
control prices, reduce fluctuations in then and 

achieve an equitable. distribution of essential 
consumer goods”. 

IjffiOrtant H^com^ndatiq ns. made in the Sixth p; ^ 

Since an efficient public distribution system 

oorta+ ion" 3 n “T pr ° dUCti " n > P^ourement, trans- 
S ‘-°^ ge and distribution of the selected 
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man, cereals, sugar, edible oils, kerosene sect , 
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considered to be as essential items for Zwl dis^to ~ 

system, the responsibility of the Central 

con. inea so seven commodities viz. wheat rtoe ^ 

imported edible oils, kerosene and sojf ^ \ ’ 

commodities constitute the core of the m "" 

system. It was however a " public distribution 
in vds , however, not considered neces-»r„ in * 

the public distribution system all ov , r in 7 that 

have a standardised 1 < ,+ - ' “ the countr f should 

regions may have their different no-ds Ind 

L n u-<;ds and preferences 


depending upon local circumstances, and add to these seven 
commodities by making arrangement of such items of mass 
consumption of their own. 

The Sixth Five Year Plan document also mentioned 
that for the efficient functioning of the Public Distri- 
bution System, it would be necessary to revamp, strengthen 
its infrastructure and expand the system quickly to cover 
all areas in the country particularly the backward, remote 
and inaccessible areas. It emphasised for giving special 
attention to rural areas as the system was not upto the 
mark in such areas. It also envisaged a larger role for 
the cooperatives and also stressed the need for strengthening 
the State Civil Supplies Corporation where- existing as well 
as assist in setting up Civil Supplies Corporations uhieip may 
take the responsibility of procurement, storage, movement 
and distribution of essential commodities. These 
Corporations might also undertake the responsibility to 
construct godowns in rural areas for meeting- necessary 
infrastructure requirements and the State Governments 
through the Civil Supplies Corporation or the other suitable 
agencies would also have to bear the main burden of opening 
of fair price shops In inaccessible areas. Grant of some 
subsidy to be given to retail outlets opened in inaccessible 
areas in the initial years of their operation was also 
recommended. Special emphasis was also laid down to ensure 
that retail outlets established by the Civil Supplies 
Corporation or by the cooperative sector were economically 
viable. 
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iieasures taken to axnand and 

^ The Department of Civil Supplies during the Sixth Five 
~ !" p ad fr ° m time t0 tirae bGen drawln 9 + -he attention of 

the State Governments/Union Territory Administration to + he 
following points: - 

(i) Review of the functioning of the PDS and extending its 
coverage on the basis of one fair price shop for 2300 persons 
with special emphasis on covering the remote and inaccessi- 

Oi. 0 33T00 S « 

(ii) Improvement in the viability of fair price shops 
through enlargement of the commodity coverage. 

(ni) Strengthening of the existing Civil Supplies 
Corporations and setting up of now ones where' there were none, 
strengthening the infrastructure with a view to stream- 
Irmng the functioning of the PDS to ensure regular ■ 
availability of essential commodities to the consumer. 

DilLict^m T °°" SUmer committees at State 

not, Block and village level to ensure quality of 

foodgrains as well as their regular availability. 

of essential 7 ^7 ^ ^ Sh ° PS the -»ude 

essentral goods supplied under the PDS be taken as an 

indicator, the Pffi has-been growing steadily. Over the 

period 1977-78 to iq«o »q .+ e 

, n . ' ° 1982 " 83 it.s average annual rate of growth 

m terms of off take was only 7.556 T iqqo , 9 

of arowth nf r ff + 1 7 * n 1982 and 1983 the rate 

growth of or f take was over 13 and ta 0 / -r.~ . . 

the period 1978-83 Png t -espectively . Over 

8 83, PDS supplies constituted 12.9%' 0 f the 

average net output of cereals A statin-.- • ^ 

uxeaio. A statement indicating net 
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production and net availability of cereals and PDS off-take 
as percentage of net production and net availability is 
enclosed at annex ’A’ . The table given below gives an idea 
of the growth of Public distribution system and increase in 
the number of fair price shops: 

The mid-term apparaisal of the Sixth rive Year Plan 
(1980-85) reiterated that the PDS will have to be extended, 
strengthened and streamlined in order to make available 
essential consumer goods to people particularly the weaker 
sections at reasonable prices throughout the country. The 
new 20 Point Programme has assigned a high priority to the 
public distribution system and directed to develop it in 
such a way that it remains permanent, reliable and efficient 
feature of the national economy. 

E yi.sti ng.,„q.aps 

Public Distribution System has been operating with a 
varied level of efficiency in various States and Union 
Territories. Though the number of fair price shops, are 
predominantly in rural areas, it has, however, been seen 
that the level of effectiveness of PDS in terms of timely 
supply of essential commodities to village and their access 
to weaker sections of the society still leaves much scope 
for improvement. By and large working of the PDS in rural 
areas has suffered neglectv There is a general feeling 
that urban areas are high purchasing centres and if 
administration takes care of them, the potential of price 
rise of essential commodities can be effectively controlled. 
Since the majority of the population in urban areas are 
either salaried class or self-employed persons representing 
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cl— f f --ran l. j. svel of status in economic toirros, there is a. 
regal ai demand of the city dwellers to purchase essential 
commodities from the fair price shops. In the villages, 
most of the people do not depend upon supply of essential 
commodities from fair price shops. It has also been 


observed that intelligence enforcement and man-power 
training for P.D. 3. is generally weak in most of the States. 
During the Sixtn Five Year Plan, three programmes under the 
Plan scheme namely introduction of Management Information 


3y stern, provision of training and confinement of P.D.S. to 


target groups were envisaged. The Indian Institute of 
Management, Ahmedabad was entrusted with the preparation of 
a workable design for supply of Information Management System. 


Simultaneously necessary steps were taken also by the 
Department of Civil Supplies to inprove the monitoring 
system. The Indian Institute of Public Administration has 
been entrusted to undertake a study on the viability of Pain 


Price Shops and feasibility of confining P.D.S. to target 
groups. On the basis of information received about the 
working of the P.D.S. it is seen that the system suffers 
from certain basic deficiencies. Tne existing infrastructure 
specially in the rural areas is weak and a good d -al of 
efforts and imaginative planning is needed, both at the 
national and -State level to evolve a proper strategy to 
provide for the requisite infrastructure. 


Objecti ves of PDS_ 


during the 



During the Seventh Five Year Plan it would therefore 
be necessary to clarify the objective of the PDS. It would 

also be relevant to consider as to xvhether PDS is to be 
treated as a total insurance against non-availability of 
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essential commodities or whether it has to play only a 
suppl errant. ary role. There is criticism that the PD3 has 
predominently urban coverage leading to an un-even spread 
of benefits. Since ours is a highly heterogenous society, 
and the supplies from the PD3 being limited, it is sorre 
time argued that the benefits of PDS may be restricted 
only to the poor and people belong to the lower rungs of 
the society. Even it the PDS supplies are confined to 
people below poverty line, it would have to cover about 46% 
of the population. If 80% of the minimum food needs of 
these sections are to be met through PDS, the size of 
the PDS has to be about 28 million tonnes which would be 
.almost double the size of the present system. The second 
important aspect of the PDS is its anti- inflationary 
role. It has been noticed that when there is sufficient 
stocks of foodgrains with the Government agencies, the 
trader tends to play low and prices tend to stablise. Low 
stocks with the Government agencies give rise to a 
speculative tendencies in the market. Since the working 
of the market forces can be assumed to be influenced by 
the relative shares of the two segments of dual market? 
unless PDS segment becomes larger than the open market 
segment, it may not perhaps acquire the desired effectiveness 

in controlling prices and ensuring distribution of adequate 
supplies to the consumer** 

The objective of the Public Distribution System apart 
from price stability a nd buffer stocking, should primarily 
aim at providing supportive cover to the economically weaker 
sections of society or those living below the poverty line, 
who must be given first preference under the system. Its 
effectiveness should be judged in terms of its access of 
essential comrrodities to rural and. inaccessible areas. 



Ad; rim. str-.tzve arrangements and decision regarding the 
quantum a**d type of commodities to be catered to must flow 
from thrs. Though this would entail considerable administra- 
tive difficulties and efforts, this may have to be firmly 
faced and tackled. 

At present facilities under the P.D.s. c a n be availed 
of by all sections of the population. Some States like Gujarat, 
Andhra Pradesh have, however, adopted a restrictive norm based 

on income criteria. ffcst of the States, however, find practical 
and administrative difficulties in identifying the poorer 
sections based on land and income criteria and confine the 
articles of distribution to them alone. Some States still 
have not b ■ m able to provide ration cards to all families 
(urban and rural) . Any exclusion in the P.D.S. at this stage 
is likely to create administrative difficulties because of 
a lack of 'uniform pattern and comparative differences in 
infrastructural facilities etc. and the progress of the PD3- 
in all likelihood may be hanpered as most of the administra- 
tive efforts will be geared up in the direction of segregating 
population for the purpose of eligibility for getting essential 
commodities. Perhaps, time is not as yet ripe for confining 
PDS to targeted groups. How ever, the role of PDS has to be 
exp and-jd sufficiently in the Seventh Five Year Plan so that 
PDS is in a position to serve the objectives of price sta- 
bilisation, give protection to w a ge earnings of the weaker 
sections of the population from the effects of the inflation 
and ensure availability of other donsuraer articles of mass 
consunption to the people at conpetitive. rates. 

For this, it is necessary that a body at the 
district level with branches at the sub-district/block/ 
taluqa/ growth centre levels would have to be created. 
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which would become the primary cost centres for the whole 
system. These could have supply arrangements with 
cooper at ives/individual retailers at the village/panch a yat 
level. Wherever necessary, they could also operate mobile 
shops. At the higher level, they could have linkages with 
Civil Supplies Corporations and other existing bodies such 
as State Consumer Federations and others dealing with the 
whole r a nge of commodities to be brought into the system. 

The Civil Supp lias Corporation at the Stats level and the 
retail outlet at the village level would constitute the 
other cost Centres of the system. The viability of the system 
should be based around these cost Centres, so far as possible 
on the basis of self sustenance. 

Public Distribution System should also help to create a 

large 'consumer movement a nd system in the country for a 

... those 

large number of consumer /Wage goods including/ presently 
categorised as essential commodities, and even for day to day 
requirements of rural producers, such as small hardware 
items, fertiliser, insecticides, pesticides, etc. In its 
'‘present form the system is more regulatory or relief orien- 
ted. Such a wider role, would also help to take care of 
the vital question of viability which has so far been a 
major bottleneck. 

These objectives can be fulfilled in adequate measure 
only when there is a widespread net work of fair price shops 
throughout the country, assurance of timely and adequate 
supply of essential commodities and professionally trained 
conpetent managerial personnel are available at the State and 
district level to cope with the various problems of the PDS. 
Time has come to enlarge, improve, strengthen and stabilise 
the PDS during the Seventh Plan. There are some States 
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where basic infrastructure has been well 
are other States where it is still to be 


established, there 
w el 1 devel op ed 


wnile some still feat's weak infrastructure. The Seventh Five 
xear jtJ. an may perhaps envisage a proper development of 
infrastructure all over the country a nd it is therefore 
necessary to tiunk of the role of the public distribution 
system from the multi- dimensional angle of supply of essential 
commodities, easy access of consumers to fair price shops. 


availability of proper infra- structure, development of 
proper monitoring and supply information system as well as 
training of staff at various levels engaged in the task of 
distribution of essential conrnoditi es • Public distribution 
system should be made a part of the minimum needs Programme 
of the Plan and in order to achieve this objective, invest- 
ments in creating requisite infra- structure should also form 
part of the minimum needs programme. 

Strategy of the Seventh Five Year. Plan 

In the light of the various problems, constraints, 
need for proper coordination and advance logistic planning 
as discussed above, it is proposed to specifically direct 
attention during the Seventh Five Year Plan to the following 
task on a priority basis 

i) A clear conceived action programme to be drawn up 
for expansion a nd strengthening of the network of fair 
price shops in rural areas with special attention on opening 
retail outlets in the remote and inaccessible areas so 

that the PDS becomes corrplementary to the poverty alle- 
viation programme. 

ii) The arrangements at the national level for procure- 
ment of various essential commodities should be kept under 
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continuous watch to ensure the supplies 
, , . commodities ; 3 U Pir ) -‘- 

uj.rm.-aLy anp. tn e supplied are of 


are regular and 
acceptable quality. 


rii) Concerted.- -'efforts 
commodity coverage of f 


should be made to enlarge the 
air price shops and thereby improve 


their economic viability. 


iv) The Flan assistance 
menuj^/L .t* iiclrn ini strati ms 


should be given to State Govern- 
for infra- structural development 


of Civil Supplies Corporation a nd also for construction of 
go downs in rural areas. 


•\ j 


v) There should be close supervision a n d regular monitor- 
ing of the PDS to ensure its effective functioning and 
timely action to remove difficulties and short- comings that m a y 
bo observed. 

i > 

vi) Development of professional manpower to ensure higher 
productivity as well as to develop a sense of cost consci- . 

ousness at various levels of the operation of public distri- 
bution system. 

Projection of the expected off-take of food grains under PDS 

Increased money incomes, the resultant improvement 
in the living standard of the people, growth of population 
and increased employment generation are expected to create 
greater effective demand for essential commodities and 
articles of mass consumption. Since the entire population 
is to be covered by the public distribution system the 
demand from various States on enhanced allocations of 
wheat and. rice from the Central Pool are likely to be on 
a higher side. Though no precise projections for increase 
in production are available, it can be safely presumed that 
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during the Seventh Five Year Plan, the production level 
would go up. it is, however, seen that allocation of wheat, 
rice and kerosene to various States is largely m a de on 

historical basis though clue consideration is given in the case 
of rice and wheat to the existing stocks in the Central 
Pool, availability of market conditions in a particular 


St-ace , etc. Some -times- the Stat e representatives conplain 
that frequent cut in allocations of wheat and rice affect 
their plans of operations which they plan to operate on the 
basis t. f certain assured quantities of allocati -ns by the 
Centre. It is perhaps necessary to evolve a rational system 
so as to determine a precise figure which could be operated 
upon throughout the year. While rationality of such dem a nd 
is unquestionable it has also be appreciated that successful 
operation of the pds requires joint coordination of the 
Central and State Governments in the matter of procurement • 


of wheat and rice. It is, therefore, desirable that the 
State Govts, should exert fully to procure wheat and rice. 


There should be no conplacency in this regard on the ground 
that some States are deficient States. The concept of 


deficient State is obviously based on total aggregation of 
production in a particular State and that does not mean that 
there will be no marketable surplus of wheat and rice in the 
State. The effective role of the PDS vis- at- vis the market 
economy c a n be built-up effectively only on the basis of 
pooling up contributions both by the Central and the State 
Governments. There should, therefore, be a Standing 
Committee corrprising of representatives of the Central 


Departments/ Ministries administering the present seven 
essential commodities. The Depth, of Civil Supplies shall 
have nodal responsibility. This Committee will review from 
time to time availability and supply of the desicpa e 
essential commodities and also consider bringing m ahY 
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additional comrrodity under Public Distribution System. 
There should be an adequate buffer stock for all th e seven 
commodities in order to achieve the objective of price 
stability. Quantity to be given to the States should be 
decided on long term basis. This Committee will look into 
this aspect and also decide on locational position of 
stocks. 


The priority to expansion of the PDS particularly 
to rural and far-flung ar -as may perhaps form the basis 
for determining the role of the PDS in the- Seventh Five 
Year Plan. While necessary steps to develop the requisite 
infra- structure in various States ba-iifo to be taken the 
allocation of wheat and rice under the PDS should be aimed 


at reaching the level of 30 million tonnes by the year 
1989—90 taking into account the growth in popul ation, wider 
rural coverage and increasing demand on PDS because of the 
price differential of commodities under PDS vis— a- vis open 
market prices. This target may not be difficult to achieve 
with having regard to the increasing trend in agricultural 
production. There is no gain saying the fact that in years 
of normal production when supply situation is normal, people 
do not tum to fair price shops. The other variables 
that influence demand are prices, income, taste and seasonal 
factor-. When the difference beWean open market prices 
^d 'ration Prices is prono»ced, people try to purchase 

cereals from the fair price shops. In rural areas during 
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harvesting season even the landless labourers do not depend 
upon tne fair .price shops for Resting their basic require- 
ments.: Seasonality is an important factor in rural areas 

particularly in case of landless labourers who remain 
unemployed for about five months in a year. These are of 
coursa the special features of the rural economy but with all 
limitations, POS has to be expanded and strengthened 'both 
in its scope of its coverage as well as quantum of supply 
in the rural areas so that it is in a position to most the 
requirements of the people particularly vulnerable sections 
of the- population not at prices determined by the forces 
of supply and demand but at a predetermined reasonable 
pri-ce through the PD3. The price restraining impact of PD3 
supplies can be effective only when there is a progressive 
increase . in magnitude of supplies. The objective of the PDS 
in ths S,„ u enth Five Year P lR n - should be to increase the 
relative share of POS in total food supplies to an'sxtant 
that it is able to provide foodgrains to the general masses 
of people particularly vulnerable sections of the society 
at reasonable prices. 

A y^gnnement for supply of co ars_e._flr.ai ns, ful sea.. sn_.d t_ea 

kJS&AikmIZ 

• At present the Central Government has assumed 

responsibility fot -onpply = p • «* •-»<-!!-> o o-'-.n 4 " 4 -■ t - u ' ~ ° 

viz. : rice, wheat, sugar, edible oils, kerosene oil, 
controlled cloth and soft coke. The Stats Governments 
arc free to add to this list of commodities any essential 
com -odity which they consider necessary from the point of 
view o^mass consumption requirements of the common man.' 
Uhile States have been given flexibility for inclusion of 
additional items on the basis of assessment of all relevant 
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factors including arrangements for ensuring speedy and 
regular supplies to the retail outlets, there have been 
suggestions that there are certain items such as coarse 
grains, pulses and tea leaves for which arrangements should 
be made on All-India level. 

The production of coarse grain is cancentrated 

mainly in States like Maharashtra, Madhya Pradesh, Karnataka, 

Gujarat, Rajasthan, U.P. and Andhra Pradesh, Coarse grains 

are mainly consumed in the States where they are cultivated. 

They are the staple food of the poorer sections of the 

population in these States. pulses are very essential 

item of consumption and the consumption of pulses is more 

or less evenly distributed through out the country. The 
■p0£ 

domestic demand loose tea has of late increased significan- 
tly and tea has almost become equally popular in the rural 
areas. Out of the domestic requirement of 400 million kg. 
of tea, nearly 270 million kg. of tea are sold in loose form, 
"The year 1983 uithnessed a quick spurt in the' prices of 
loose tea so much so that the price of loose tea of one kg. 
went as high as Rs.38/- from Rs. 23/-. 

All India production of coarse grains, pulses and 


tea during 

the last 

few years is 

given as 

be low; - 





(Lakh tonnes) 

Coarse 

grains 

1979-80 

1980-81 

1981-82 

1982-83 

jf'uar 

110.47 

104.30 

120,62 

106,76 

Ba jra 

39.48 

53.43 

55.37 

51.30 

Maize 

56.03 

69.57 

68,97 

62^74 

Ragi 

27,21 

24,20 

29.61 

26.11 

Total 


251.50“” 


246.91 
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Arhar 17.57 

Gram 33.57 

19.58 

43.28 

22.37 

46.42 

15.19 

50. 92 


Total 85.72 

( including 
other pulses) 

106.27 

115.07 

115.69 

(M.Kg,) 

Tea 1977-78 

1978-79 

1980-81 

1981-82 

L "1 982-83 

556 

564 

570 

560 

565 


Some of the State Gove r nments have already introduced 
coarse grains as one of the items for sale under the PDS. 

The Government announces support price for the coarse grains 
and the State Governments through their ear-marked agencies 
procure coarse grains for distribution through PDS taking 
into account the overall requirements. Procurement of coarse 
grain has been left to the discretion of the State Govern- 
ments mainly because coarse grains have essentially regional 
demand and they have very limited storage life. Considering 

the fact that coarse grain has limited shelf lifs and 
restricted demand, it would perhaps be adviseable that the 
primary responsibility for the procurement of these grains is 
placed on the State agencies. It may, however, be necessary 
to integrate the operations of the State agencies in the 
averall food management operations with a view to linking 
their procurement operations with their disposal under the 
PDS. The supply of coarse grains in the area where they are 
grown, through PDS will help the poorer sections of the 
society to get the grains of their choice at concessional 
price. 
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re spec t of prices. Similarly the modalities of distribution 
of tea by them to various State agencies may bo worked out 
at the Central level. Stats bodies may also operate on the 
basis of nominal profit so that it may be possible sell 
tea at reasonable prices with little variation if not at 
uniform prices throughout the year through PCS. 

Criteria for opening of retail outlets__und er .PjOS 

The basic parameters for opening of fair price s.io P s 
should be based on the criteria of area and population 
covered. Some States® at present have adopted restrictive 
norms based on income criterion in respect of certain 
articles. While it may be preferable to restrict the 
benefits of PCS to the vulnerable sections of the population 
(on the basic ? inter alia, of land holdings or monthly 
income) most of the States have expressed practical and 
administrative difficulties in identifying the eligible 
sections and confining the distribution to them alone. 

For this reason the system may continue to be operated on 
area basis leaving restrictions on inco m 3 criterion to bo 
decided by the States depending on local conditions and 
factors. While evolving parameters on rational basis due 
cognizance may be taken of the urban-rural syndrome. Since 
most of the urban duellers, unlike rural areas, depend upon 
the market for meeting their requirements of wheat, rice 
etc. it is generally expected that a large segment of the 
population uould be drawing their ration from the fair 
price shops. The criterion of 2000 persons and a maximum^ 
distance of 2 km. for a fair price shop may be laid down in 
respect of cities and towns with a population of one lakh 
and above. In rural areas the objective should be to ensure 
that every village or group of villages having a popula- 
tion of 2000 persons and above has a fair price swop. The 
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headquarters cf a village panchayat, irrespective of its 
population, may have a fair price shop. In other cases 
villagers need not travel for more than 3 km for going to 
a fair price shop. In remote and inaccessible areas 
particularly in tribal areas the population covered by a 
village or a cluster of villages could be even less than 
2000, In far-flung areas, State Governments could be 
advised to open more mobile shops. 

At present the total number of fair price shops 
in the country as on 1-4-1984 is 3*05 lakh. The objective 
should be to raise this number t-o 3.50 lakh by the end of 
Seventh Five Year Plan. At present the number of retail 
outlets in the cooperative sector including those opened 
by the Civil Supplies Corporations is nearly 30%. There is 
predominance of fair price shops being owned by private 
individuals at present. There are usual complaints that 
Pair price shops run by private agencies arc be-set with 
malpractices and pilferages. There is a tendency on the 
part of the private individuals to make money through 
dubious means or at the cost of satisfaction of the 
consumers. The long-term objective should theref-ore be tc 
give responsibility of running fair price shops either by 
the cooperatives or the Civil Supplies Corporations. While 
it will be difficult to eliminate the running of fair price 
shops by private individuals, it could be decided as a 
matter of policy that the fair price shops should be run 
ultimately by the Government cn quasi-government agencies 
like Civil Supplies Corporations or cooperatives. The 
target share cf che cooperatives and Civil Supplies 
Corporation could be at least fixed at 66% in the total 
number of fair price shops in the Seventh Plan. 
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Coiemodity coverage and viability of FP S 

The viability of fair price shops is an important 

issue from the point of vi of effectiveness of PDS. The 

a 

viability of .a fair price shop is/multi-di-mensional 
phenomenon and the variables affecting the viability of a 
fair price shops are its turn over, cost of running a fair 
price shop and margin permitted on gross turn over. Most 
of the States have expressed difficulties in increasing 
tho number of fair price shops as in many cases they are 
not economically viable. The Sixth Five Year plan had 
observed that since neither the private sector nor cooperative 
volunteer to go to inaccessible areas, specially areas 
inhabited by the tibal and weaker sections of the community 
because of cost-constraint, the State Government will have 
therefore to shoulder this burden through their cun Civil 
Supplies Corporations or other suitable agencies. It had 
recommended for the grant of some subsidy to retail outlets 
in such areas in the initial years of their operations. 

Apart from the supply of seven essential commodities the 
State Governments/U.T. Administration have been given descre— 
tion to include as many items of mass consumption so as to 
achieve the twin objective of making fair price shops viable 
as well as supply essential consumer goods to the public at 
competitive rates. Recently the manufacturers of certain 
consumer articles of mass consumption such as matches, soap, 
torch cells, razor blades cycle tyres and tubes have agreed 
to supply their products to agencies nominated by the State 
Governments on the same terms at which they supply to thoir 
wholesale distributors. Sale of these items on which there 
is a margin of 15-20% between the wholesale and retail prices 
will add to the viability of the fair price shop. Some of the 
State Governments have already arranged for large number of 
articles of mass consumption sold through the fair price 
shops. 
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J?Ig ri a g s r i s 1 subsi dy 

An important point to consider is whether some 
arrangements could be made? for subsidisino the cost of 
running of fair price shops. At present there is no 
uniform pattern for operation of the fair price shops 
Lirule in some States like Tamilnadu, U.P., Nadhya Pradesh, 
Himachal Pradesh, there is predominance of fair price 
shops falling under the cooperative sector, in other States 
r nsy are run mostly by the private individuals. There 
" as ^ een suggestion from the States that State Civil 
Supplies Corporations and cooperative running fair price 
snops should be given some managerial subsidy as the 
accommodation, remuneration to the salesman, etc. do not 
match the return out of the running of fair price shops 
by these agencies. since the Civil Supplies Corporations 
~ n injunction with the State Cooperative Federation will 
mave.to pi a y an increasingly important role in setting up 
-otail outlet particularly in tribal a nd inaccessible 
-leas, it will be necessary to evolve a system of Plan 
assistance for giving assistance to open such retail 
outlets in the form of fixed subsidy taking into account 
the criteria of cost of hiring of accommodation, expenses 
on provisions of permanent fixtures, turn-over, etc. This 
oucsidy need not however be a self-perpetuating system and 
the. fair price shops have to be self supporting within a 
period of throe years. As a matter of policy efforts 
should be made to make the retail outlet -viable by adding 
other fast selling items which are popular or are commonly 
x'GcjUi 3 ?Q(j in *b h g 3? u 3? 3 JL arQ-ss « 


The Sixth Five Year Plan has stated that for the 
successful operation of the PDS, it would be necessary to 
sat up civil Supplies Corporation or strengthen the 
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existing Civil Supplies Corporations, At present there 
are 13 Civil Supplies Corporations working in tho entire 
country. The exact information as regard to the present 
paid up share capital of these Corporations is not 
available. However, Tamilnadu Civil Supplies Corporation 
has pot a paid-up shars capital of Rs. 1y,9Q crores and its 
turn over in the year 1983—84 was of the order oi nearly 
Rs . 423 crores. The total paid-up share capital of ths 13 
Corporations on a broad estimation may -be in the vicinity 
of Rs. 65-70 crore 3 During the Sixth Five Year Plan an 
outlay of Rs. 3 crore was provided for giving Plan 
assistance to the Civil Supplies Corporation to be set up 
in ths North-Eastern Region, Oammu & Kashmir, Himachal 
Pradesh and Andaman & Nicobar Islands and Lakshadweep 
Islands, Save and except Himachal Pradesh which has set 
up a Civil Supplies Corporation no other State has set 
up a Civil Supplies Corporation. 

There had been demands from other States to give 
financial assistance to their Civil Supplies Corporations 
to enable them to expand as well as diversify their 
activities. Unless they are given suitable financial help 
it mould net be possible on their part to develop suitable 
infra-s tr uctural facilities for efficient functioning of 
tho PDS in the rural areas. In tho Seventh Five Year Plan it 
is therefore recommended to make sufficient provision of funds 
for giving financial . assistance to Corporations already 
existing a nd to those which may be sot up. On a broad view a 
provision of Rs , 50 crores for additional contribution to the 
share capital of the new as wo 1 1 as existing Civil Supplies 
Corporations may bo made , Additional provision of Rs . 1 5 
crores may also be made for construction of godowns in rural 
areas to ensure adequate storage facilities. Particular 
attention in such cases will have to be given to build up 
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capacity for stocking essential commodities for 

that regular supply cf 


-ora' 


; rn o t g an cl i n n q q g s j 
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such areas may be ensured even during the period of 
inaccessibility. The requirement of storage for PL3 may bo 
dove-tailed with those of marketing of agricultural produce 
and stocking of fertilizers and other inputs in a coordinated 
programme of creating additional storage capacity by the 
various agencies drawn and implementad, 

e___ o f Productivity in the p p 5 

The e f f ectiveness of PDS depends upon the extent 
which i t is able to maintain supply from tine stags of 
procurement of commodity upto the final distribution to 
the consumer. In other words, the ultimate rest of the 
system is its ability to ensure proper a nd adequate supply 
of essential commodities through the retail outlets. it, 
apart from 1 .ighlighting the nexus between procurement, 
transportation, storage’ a nd distribution, also underlines 
tne need for improving productivity in PCS. The broad 
indicators of productivity so far as the PD S is concerned, 
are, broadly speaking, its cost effectiveness and greater 
consumer satisfaction. The Central and the State agencies 
dealing With PDS should strive it to improve the logistic 
planning a nd coordination for uninterrupted supply of 
essential commodities of right quality to fair price shops. 

For this, it will be desirable that the State Civil Supplies 
Corporations give their immediate attention for introducing 
ef 1 active and efficient managerial system a nd should take all 
possible measures for achieving cost maximisation so as to 
reduce the burden to the consumer. 


r ' 1 A n . a -g 8 l T1 _ e - n .' i L Training 

It. would therefore be necessary to train staff at 
various levels involved in the running of the Public 
Distribution System. In the PDS, betueen the stage of 
procurement to the distribution of essential commodities 
to the card holders a large number of agencies are involved 
dealing uith various operations such as handling, 
transportation, storage, sale, etc. Because of multiplicity 
of handling, cost effectiveness assumes great importance 
and its contribution to improved productivity is reflected in 
the assessment of its operations in economic terms i.e. 
size of the output versus cost. A feu indicators of 
efficiency could embrace areas like-transportation cost 
per tonne, per km., handling cost per bagj storage cost 
per unit, quantity lost per unit of quantity stored or 
quantity moved. Similarly the effectiveness of the PDS 
can be measured in terms of inspections made by the 
inspecting staff for checking the uerking of the fair price 
shops, number of cases launched under the Essential 
Commodities Act and stock level kept at various storage and 
distribution point compared to norms, etc. For achieving 
these objectives it is essential that staff at variou§ 
levels are given training so as to acquire necessary skill 
and techniques. A begining was made in the Sixth Five Year 
Plan to give traininq to senior officers of all the State 
Governments at the I in , A'nmedabad and it is also planned 
to organise some courses in cooperation uith the Indian 
Institute of public Administration and some State Government 
Training Institutes, The funds provided during the Sixth 
Five Year Plan for the purpose were quite inadequate as 
compared to the size and dimension of the problem. During 
the Seventh Five Year Plan a scheme of training will have 
to be undertaken on a larger scale so that the staff employees 
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either by the Department of Civil Supplies or Civil Supplies 
Corporations are given training to understand fully the 
various ramifications of PDS. 


Since the Central Government has assumed financial 
responsibility of a considerable magnitude for making 
available these seven essential commodities to State 
Governments it is equally desirable that the benefit of 
subsidy on buffer stocking etc. is not n&vtralised by 
imposition of taxes and levies on such commodities by the 
State Governments. The margin between the Central Issue' 

Price and the end-retail prices should be the minimum and 
for this purpose it. is necessary that the State Government 
should not add over-heads which would defeat the basic idea 
of PDS. AH the States should agree to distribute such 
commodities within the margin as fixed by the Central 
Government, Since the profit margin for fair pries shops 
in respect. of foodgrains is in many cases out of line with 
the present cost of living, it is necessary that a committee 
of the Central Government with which soma representatives of 
the State Governments may also be associated to evolve suitable 
norms for fixing distribution margin as wall as bring about 
uniformity between the central issue and end retail price of 
foodgrains. 


Importance 


There- should be adequate strengthening both in the 
Department of Civil Supplies as well as Civil Supplies 
Department at the State level for the purpose of carrying 
out a regular monitoring of PDS. From the Department of 
Civil Supplies there is need for close overseeing of the 
working of the PDS at first hand in the various States and 
initiating corrective action wherever there is scarcity or 
high prices emerging by conducting dialogue at a senior 
level with the State Governments concerned. It is also 
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nsressary to augment the existing strength of the staff 
so that officers may bo in a position to visit States to 
carry out an assessment of tiro working of the PDS at 
various levels, its difficulties and make suggestions for 
making further improvement. In some of tho States, PDS 
has been working successfully and through such visits it 
might be possible to suggest to other States tho measures 
adopted by these State where PDS has boon relatively 
successful. Monitoring at the central level should bo 
mainly oriented towards imparting desired strength to the 
operational systems, particularly, at the field level, 
efficient functioning through an inbuilt system of proper 
co-ordination between allocation and distribution and 
re-inforcomont of tho faith of th G consumers through 
timely and good quality of cereals and quick redressal 
of their difficulties. In meeting this requirement', a 
lot of input in the shape of additional staff would 
become concomitant of the programme designed to bring 
improvement in the system through sustained interaction 
and involved analysis of tho problems confronting the 
public Distribution System. At the State level there 
should also be proper strengthening of the staff both at 
District and State level for doing the monitoring of the 
work, plan assistance may be given by the Centro for 
creation of posts both at the Central State headquarter and 
the district level. 

For the bodies at the State and District lovols a 
pattern for staffing and operations could be evolved in 
consultation with representatives of some States whore 
Civil Supplias Corporations and district level bodies are 
in existence, so as to enable the preparation of appropriate 
guidelines and identification of areas where support 1 rom 
the Central level would be necessary. 
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Commodity Pl anning - «* ^ 

One of the important areas of activiti es at the 

State level should be with regard to commodity plan 

both long-term, annual , as wall as monthly. Such 

planning uould bo required for making assessment about 

likely production, market arrivals, allocations from 

Centro, procurement for PDS, etc. In the light of such 

annual exercise the Department of Civ/il Supplies Corporation 

or State Consumer Federations should work out a monthly 

working plan relating to lifting of foodgrains from the FCI 

end other agencies, allocations and special allocations to 

various districts, taluka, based on the objective criteria of 

past allocations and off-take, open market availability and 

in special circumstances prevailing in a district, taluka or 

block. There should be continuous monitoring to see whether 

out 

the operations are carried£by all the units in the supply 
management system according to plans, whether there is regular 
supply of foodgrains to the card holders both in the urban 

>s well as rural areas and whether the fair price shops have 
lifted stocks within the prescribed time. Such monitoring 
should also cover detailed information in regard to the 
behaviour of prices in the open market and cases of any 
shortages having occured in any area. The objectives of 
monitoring, broadly speaking, should bo t.o ensure regular 
and convenient availability of essential commodities to the 
card holders at a specified prices, to keep a check on the 
open market prices and availability of essential commodities 
and to prevent spaculative hoarding, blackmarketing, etc. 
for the maintenance .of, adequate supplies of essential commodi- 
ties. 
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Supply Management Information System 

In the Sixth Five Year Plan, Indian Institute 
of Management, Ahmodabad was asked by the Department of 
Civil Supplies to develop a proper supply management 
information system both at the national and State level 
so as to ensure regular and continuous flop of information 
in regard to allocation, off-take of essential commodities. 
Their report has bean received and action for introducing 
a computerised system to facilitate regular flow of 
information at the Central level is already under contempla- 
tion. It is, however, essential that every State should 
have a system of reporting from the block to district 
headquarters and from district headquarters to the Stato 
headquarters. This information has to be analysed at the 
district level with a view to taking necessary stops which 
are possible both in the area of distribution and enforcement* 
The supply information system should be equally developed at 
the state headquarters to see that the problems of shortages 
and supply are solved expeditiously and at the same time 
necessary action is taken with the central Government agencies 
for arranging supplies and over-coming bottlenecks, 

Thera have been representations from the State 
Governments that the- cooperatives and Civil Supplies 
Corporations dealing with essential commodities should bo 
given a concessional rate of interest. They have been 
contending that since public distribution system deals 
with essential commodities it should be taken as an 
essential part of the integrated rural development programme. 
Those agencies should bo provided with a rc-financing faci- 
lities specially for the rural areas on tho same scale as 
is applicable from NflBARD to agencies dealing with agricul- 
tural production and marketing. At present there is also 


differences between the rate of interest between the oooper 
tiwa agencies and Civil Supplies Corpora ':icns for handling 
the samp typo of essential commodities. That difference 
seems to be inoquitous and it should be brought on a par 
purpose. 

To sum up, following plans of assistance are sugges- 
ted in the Central Sector; - 


(Rs. in crores) 

i) Share capital contribution to 

Civil Supplies Corporations 50 

ii) Construction of godouns 15 

Hi) Subsidy for retail outlets in 

remote, tribal and inaccessible 

areas 8 

iv) rio.ni taring , management 

training, supply management 

information system ..... 4 


TOTAL 


77 Crores 
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A nnexure t A t 


Net production and not availability of corals and 
p QS o f f take as % of M ot production and Net Ava ilability. 


Year 

Mot Production 
(mil lion 
tonnes) 

Net avail- 
ability 
(million 
tonnes) 

PDS Offtake as % 

offtake ef Not 
(million production 
ton) 

Offtake 
as % of 
net ava- 
ilability 

- - - - 


------- 


. - - - - 
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1956 

50 . 43 

52.42 

2.08 

4.12 

3.97 

1961 

60.89 

64.55 

3.98 

6.54 

6.17 

1962 

61,85 

65.85 

4.37 

7.07 

6.64 

1963 

60.19 

64.76 

5.18 

S . 1 6 

8.00 

1964 

61.79 

69.29 

8,67 

14.03 

12.51 

1965 

67.33 

73.72 

10.08 

14.97 

13.67 

1967 

57 . 65 

66.57 

13.17 

22.84 

19.78 

1968 

72.58 

76.23 

10.22 

14.08 

13.41 

1969 

73.14 

76.53 

9.39 

12.83 

12.26 

1970 

76.83 

79.29 

8.84 

11.50 

11.15 

1971 

84.53 

83.99 

7.82 

9.25 

9.31 

1972 

82.32 

86.52 

10.49 

12.74 

12.12 

1973 

76.23 

80.13 

11,41 

14.96 

14.26 

1974 

82.82 

83.38 

10.79 

13.03 

12.21 

1975 

78.59 

80.57 

11.25 

14.31 

13.96 

1976 

94.50 

84,43 

9.17 

9.70 

10.86 

1977 

87.33 

89.04 

11.74 

13.44 

13.165 

1978 

100.13 

99.56 

10.28 

10.17 

10.22 

1979 

104.75 

104.66 

11.66 

11.13 

11.20 

1980 

83.49 

93.79 

14.99 

16.94 

15.98 

1981 

104.49 

104.25 

13,01 

12,50 

12.41 

19 e 2 

106.56 

106.87 

14.77 

13.86 

13.82 

1983 

102.18 

103.28 

16.23 

15.88 

15.71 






- ... ------- 

_ _ - _ 


SOURCE: Economic Survey 1983-84 
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coarse cereals 


Coarse cereals include jowar, bajra, maize, regi si'nall 
millets and barley. Though their contribution to total net 
availability of cereals for human consumption shows a 
declining trend over the past decad -, these still account 
for about n quarter of the total consumption. Details are 
given in the attached statement 3.1. In the States of 
Maharashtra, Gujarat, Mysore, Rajasthan, Uttar Pradesh, 
Madhya Pradesh and Andhra Pradesh, coarse cereals are the 
staple diet of large numbers. Substantial numbers in other 
states also, particularly among the poor strata, live 
principally on coarse* ceraals or supplement the available 
supplies of wheat and! rice by coarse cereals. 

3.2 Jowar is grown in both kharif and rati seasons. 

Bajra, maize and ragi are mainly kharif crops, though maize 
is also grown to a small extent in summer in some parts of 
the country. Barley is a.rabi crop. Uttar Pradesh, 
Rajasthan, Mysore, Maharashtra, Madhya Pradesh, Gujarat end 
Andhra Pradesh account for about 7 5 per cent of the total 
production of course cereals. State— wise data on average 
area and output for the triennia ending 1964-65 and 197 1-7 2 
are given in the attached statement 3. 2. 

3.3 Generally, coarse cereals are gorwn under reinfed 
conditions. Arid and semi-arid lands account for a 
substantial area. The ^percentage of irrigated area to 
total area is highest in the case of barley, being about 

50 per cent. In the case of maize, only 18 per c^nt of the 
sown area is under irrigation. Jowar and bajra, the two 
most important coarse cereals, have as low as about 4 per 
cent, of the area under irrigation. The average for all the 
cereals taken together works out. to about 10 per cent. 

The position for 1969-7 0, the latest year for which data 
are .available, is given below; 
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Table 3.1: 

To 

Coarse Cereals, Irrigated area 
tal Af'ea, 19C9-7 0 

Million hectare 

to 

~s 

Crop 


-irrigated 

TO'cal 

1 as ' 



ar r: a 

a r f a 

of 2 

0 


1 

23 

3 

Jowar 


0.7 

17.0 

4. 1 

Baj ra 


0.5 

12. 3 

4. 2 

Maize 


1. i 

5.8 

18. 2 

Ragi 


0.4 

2.5 

16.0 

Barley 


1. 4 

2.8 

50.0 

Total 


4. 1 

40.4 

10il 


3.4 Th® coarse cereals have had a much slower rate of 
growth than the superior grains (wheat and rice taken to- 
gether) . The average output of superior grains in the 
triennium ending 197 1-7 2. was 37.3 per cent higher compared 
to the average output in the triennium ending 1964-65 while 
in the case of coarse cereals the corresponding increase was 
only 11.6 per cent. The average compound rate of growth 
for the seven year period works out to 4.6 per cent for 
superior grains as gainst only 1.6 per cent for coarse cereals. 

3.5 as brought out in the attadhed statement 3.2/ one reason 
for sluggish growth of output of coarse cereals has been the 
fact that only in Gujarat, Madhya Pradesh, Orissa, Rajasthan 
and Punjab-Hsryana, there has been a sizeable increase in 
areas in recent years* In all other cases, the area has 
either decreased or remained stagnant.. There is also the 
factor that when a dry area is brought under irrigation, it' 
often tends to be diverted to superior grains or non-food 
crops. The area under coarse cereals largely remains un- 


irrigated and low yielding. - Finally, except in the case of 
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bajra, the high yielding varieties programme has not made 
much headway. There has thus been no significant improve- 
ment in per hectare yields. In the case of jowar the yiel 
per hectare has* in fact/ cieclined. 

3.6 jowar is the most important coarse cereals, accounting 
for about 30 per cent of the total output of these cereals. 

It is grown both in khari f and rabi seasons. The main 
producing States are Maharashtra/ Mysore/ Madhya Pradesh 
and Andhra Pradesh. These account for about 80 per cent 
of the total output. Kabi Jowar accounts for about 30 per 
cent of the total output. There has been a sizeable decline 
in jowar output in the triennium ending 197 1-7 2 compared 
to the triennium ending 1964-65. This is accounted for 
by decline in both area and yield. Except cor Mysore where 
there has been an increase in area as well as yield, output 
has declined in all major producing States, particularly . 
Maharashtra. Apart from the fact that during the last three 
years whether has been particularly adverse to jowar, the 
hybrid jowar programme does not seem to have made any 
tangible impact except in Mysore. Production data in 
respect of jowar are given in the attached statement 3.3. 


3.7 Bajra is the next most important coarse cereal.. 

•The important producing States are Rajasthan, Gujarat, 

Uttar Pradesh, Haryana and Maharashtra which, among themse- 
lves, account for 80 per cent of the total output. . Unlike 
jowar, Bajra has registered a high rate of growth in ^ 
production. The average output in the triennium ending 
1971-7 2 was 51-5 per cent higher than in the triennium 
ending 1964-65, This gives an average annual compound 
rate of growth of 6.1 per cent. The major contribution 
has come from improvement in yield per hectare. This is 
despite of the fact that bajra is predominantly a ram fed 
crop. The substantial increase in productivity has been 


made possible by the success of the hybrid bajra programme. 
Rajasthan, however, remains largely unaffected. If 1 97 § -7 l 
is excluded, as it had an exceptionally favourable season, 
the average yield in this State has registered only a 
marginal increase. If the hybrid bajra programme catches 
on also in Rajasthan, substantial further increases in total 
output could be hoped for. production data for bajra are 
given in the attached statement 3. 4. 

3.8 Maize is predominantly a kharif crop, though it is also 
sown to a stall extent in Bihar and Mysore during the summer 
seasons. The important producing states are Uttar Pradesh, 
Punjab, Rajasthan, Bihar, Madhya Pradesh, Gujarat, Andhra 
Pradesh and Mysore which together account for about 82 per 
cent of the total output. Average output in the treinnium 
ending 1971-7 2 was 31.5 per cent higher compared to the 
triennium ending 1964-65. The average annual compound 

rate of growth for this period works out to 4 per cent. 

Unlike bajra, the increase is attributable mainly to expan- 
sion of area rather than improvement in productivity. This 
is so in spite of the fact that over 18 per cent of the 
area under maize is irrigated as against about 4 per cent 
under bajra. Production data on maize are given in statement 
3.5. 

3.9 M^jor ragi producing states are Mysore, Tamil Nadu, 
Andhra Pradesh, Uttar Pradesh and Maharashtra. The 'average 
output in the triennium ending 1971-7 2 was barely 6 per cent 
higher than the average for the triennium ending 1964-65. 
There has been a small improvement in productivity while 
the area has virtually remained unchanged. State-wise 
details are given in statement 3.6. 
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3.10 small millets are mainly grown in Andhra Pradesn, 

Tamil Nadu, Madhya Pradesh, Uttar Pradesh, Mysore, Gujarat 
and Bihar. These States account for about 90 per cent of 
the total output. The average output in the triennium 
ending 1971-7 2 was about 8.2 per cent lower than in the 
triennium ending 1964-65. This fell in output is almost 
wholly attributable to decline in productivity, perhaps, 
the small millets are being pushed on to even more and more 
inferior lands. The area has remained more or less stagnant. 
State-wise details are given in the attached statement 3.7. 

3 ll Uttar Pradesh and Rajasthan are the most imports t 
bajre growing States accounting for about 76 per cent of the 
total output. The average output in the triennium ending 
l9 7 i-7 2 was 14.6 per cent higher compared to the average 
for the triennium ending 1964-65. During this period, area 
declined by 8.8 per cent. The 14.6%'. increase in producti- 
vity, therefore, indicates a substantial improvement in 
productivity. This is, perhaps, attributable to the fact 
that some 5o per cent of the area under the crop is 
irrigated, state-wise details are given in statement 3.8. 

3.12 The coarse cereals have shown not only a sluggish 
rate of growth but also large fluctuations in output from 
year to year. During the five years 1967-68 to 1971-7 2, 
total output has ranged from 24.4 million tonnes to 3.6 
million tonnes. The principal coarse cereals, namely, 
jowar/ bajra - and maize are particularly susceptiole to. 
large annual variations in output. During the above five 
year period, the output of jowar has ranged from. 7. 7 to 
10 million tonnes, bajra from 3*-8 million to 8 million 
tonnes and maize from 5 million to 7.4 million tonnes. 

Since only a small proportion of the total area, particular 
in the case of jowar and bajra, is under irrigation. 
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vagaries of weather have a large impact on output. Much 
more than wheat and rice, the coarse- cereals are a gamble 
in monsoons. 

3.13 The Steering group on Agriculture, Irrigation and 
Allied sec tors has visualised a substantial increase in the 
output of coarse cereals during the Fifth Plan period. 
Details are given belowj 

Table 3.2 Projected Increase in area and Output 
of Coarse Cereals during the Fifth 
Plan period 


(Area in million hectares) 
Output in million tonnes) 


Crops 

Assumed base . 
level 197 3-7 4 

Targ; 
197 8- 

?t . 

-7 9 

Inc re- 
197 8- 

ase (%) 

7 9/197 3-7 4 


Area 

uupur 

Area 

HuTput" 

Area 

OtFEptre 

1. Jowar 

17.5 

9.5 

18.0 

11.0 

2.9 

15.8 

2. Ba j ra 

13.0 

•6.5 

13. 5 

8.0 

3. 8 

13. 1 

3. Maize 

6.0 

6.5 

6.5 

8.0 

8.3 

23. 1 

4. Other coarse 
Cereals 9,0. 

6.0 

9.0 

7.0 


16.7 

Total 

45.5 

28 . 5 . 

47.0 

34.0 

3.3 

19.3 

3.14 The 

total output of 

coarse cereals 

is projected to 


go up by 19.3 per cent as against 22*6 per cent increase 
projected for wheat and rice taken together. The average 


compound rate of growth works out to 3.6 per cent per , annum 
as against the average rate of 1.6 per cent observed in 
recent years. 

3. 15 The increase of 19.3 per cent over the Fifth plan 
period is to be achieved through 3.3 per cent expansion 
in area and per cent increase in productive. ty (yield 
per hectare). The average annual increase in area works 
out to 0.7 per cent and that in productivity, 2.9 per cent. 
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3, 16 In consequence of sluggish output against expanding 
money demand/ prices of coarse cereals have shown a general 
rising trend. While the general trend has been upwards, 
sharp fluctuations in output have resulted in even sharper 
fluctuations in prices. In good years like 197 o# prices 
have fallen to unduly low levels while in scarcity year 
like 197 3 these have risen to exorbitantly high levels. 
These features of prices of coarse cereals are brought out 
below: 


Table 3.3: Index Numbers of Wholesale prices of 

Coarse Cereals 


1961-6 2 = 100 


Y ear* 

Jowar 

Baj ra 

Maize 

Ragi 

Barley 

0 

1 

2 

3 

4 

5 

196 2 

119. 3 

96.4 

94.7 

9 2.9 

94.4 

196 3 

100. 3 

91.7 

9 2.4 

93.7 

96.8 

1964 

15 2. 1 

121.9 

136. 3 

123.7 

166. 2 

1965 

169.0 

15 2.4 

168.5 

18 3.5 

197.1 

1966 

166. 1 

159.0 

165.4 

17 5. 2 

211. 1 

1967 

197.5 

188.6 

27 3. 3 

166.3 

284.8 

1968 

185.0 

17 6.8 

196.7 

17 9.5 

197. 3 

1969 . 

190.0 

189.9 

196.9 

185. 1 

196.7 

1970 

188.9 

168. 3 

200.0 

17 0.4 

199.1 

1971 

204.9 

143.0 

177. 2 

17 3.0 

166.8 

197 2 

233. 3 

20 2. 2 

228. 2 

190. 3 

218.0 

197 3-end 

297.6 

316.8 

295,5 

231.9 

298.7 

June 







* Calender year 


3.17 - In recent years/ only small quantities of coarse 

cereals have been procured by Government, The maximum 
(Quantity procurred was 0.77 million tonnes in 1967-68. 

Since then there lhas been a steady decline in procurement. 
In the last few. .years procurement has fallen to much below 
even the level, attained in the drought years of 1965-66 
and 1966-67. As a result, the Government has been in no 
position to prevent a sharp rise in the price of coarse 
cereals in 197 3. With the onset of the lean season, these 
prices have attained dizzy heights. Details of procurement 
are given below: 
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3.4 procurement, o'f Coarse Cereals# 1964-65 to 197 2-7 3 


( OOP tonnes) 


Y ear 

Jowar 

Baj ra 

Maize 

Ragi/ 

. i\ ci GjX X 

Total 

Delive- 
red to 
Central 
pool 

1964-65 

377 

4 2 

29 


448 

23 

1965-66 

48 3 

33 

10 2 

- 

518 

10 2 

1966-67 

616 

37 

19 

2 

67 4 

9 

1967 -68 

391 

114 

26 3 

3 

77 1 

360 

1968-69 

331 

— 

128 

5 

464 

64 

1969-70 

20 3 

15 

55 

1 

27 4 

70 

197 0-7 1 

65 

86 

333 

1 

485 

40 2 

197 1-7 2 

26 

2 

152 

1 

181 

15 2 

197 2-7 3* 

70 

* Up to 

'■ 16 

mid-March 

10 3 

197 3 


169 

131 


3.18 Issues through the public distribution system have 
been generally larger than procurement. This was made 
possible by imports. While there were no imports of coarse 
cereals during 1970-7 2/ in the current war some imports of 
mile have been arranged. Date on issues of coarse cereals 
through the public distribution system have been given below: 


3.5 

Issues of Coarse Ce reals through the? 
Di stribution System 196 5-7 2 . 

(000 tonnes) 

public 



I s s 

U E 

Y ear 

Coarse 

Total 

1 0.S % 


Cereals 

Food grains 

2 

0 

1 

2 

3 

1965 

554 

1^07 9 

5.5 

1966 

1812 

14085 

12.9 

1967 

. ; 27 90 

13166 

21.2 

1968 

117 9 

10221- 

11.5 

1969 

7 85 

9385 

8.4 

1970 

444 

8841 

5. 0 

197 1 

131 

7 816 

1.7 

197 2 

290 

10480 

2.8 



3.-19 Coarse ceireals are the poor man's food, even though 
in certain regions ‘these are more or less a staple diet also 
of better off sections. It is necessary to ensure availa- 
bility to the common man at reasonable prices at least in 
areas where coarse cereals are a staple diet. The only 
effective long-term solution seems to be in building up the 
capability of the public distribution system for procurement 
and issue of much larger quantities of coarse csreias, 
particularly jowar/ bajra and maize than has been the case 
in the last few years. This task will be facilitated if 
the envisaged increases in production of coarse cereals 
materialise. This underlines the importance of effective 
measure for raising the output of coarse cereals in spite of 
the fact that irrigation very often leads to diversion of 
area from coarse, to superior cereals. 

3.20 In 1966 over 1.8 million tonnes of coarse cereals 
were issued through the public distribution system. In the 
following, year the quantity rose to the record figure of 2.8 
million tonnes. It is doubtful whether issues of this order 
would be attainable in the Fifth plan period without large 
imports which are not contemplated. Moreover the issues will 
very in good and bad crop year. Unless the coarse cerelas 
are 'made available at a highly subsidised price/ off-take 
from the public distribution is likely to go down in a good 
crop year. On the other hand much larger numbers are likely 
to depend on issues from the fair price shops in a poor crop 
year. It would be a reasonable and a realistic target for 
the Fifth plan to aim at 1.5 million tonnes of issues in a 
poor crop year and 0.7 5 million tonnes in a good crop year. 
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3.21 In a bad year, while' issues have to be stepped up, 
procurement is likely to be sn&Her. Larger issues are, 
therefore, possible only by drawing upon a buffer stock*- 
Apart from the quantum of issues, the buffer stock is related 
to fluctuations in output. As mentioned earlier, coarse 
cereals are subject to large such fluctuations in output. 

This points to the need for building up a larger stock in 
relation to issues than in the case of coarse cereals. It 
may be mentioned that, contrary to earlier impression, it 
is possible to keep coarse cereals in storate for a fairly 
long period. The Agriculture Prices Commission has recomm- 
ended that a target of about 2 million tonnes of coarse 
cereals may be aimed at for the near future. However, 
taking Into account the present scarcities as also the 
constraints on output, the Fifth Plan may aim at building 
up a buffer stock of one million tonnes*- With this size 
of the buffer stock, it may be possible to sustain issues 
from the public distribution system at the envisaged rate. 

3.22 Adequate procurement is. crucial to the fulfilment of 
the targets in respect of issues and buffer stocks of coarse 
cereals. In the absence of effective arrangements for. 
procurements, the system would languish and die out. So 
far, coarse cereals have been purchased in the open market 
under price support operations except in Maharashtra, where 
monopoly procurement has been in force, and in Mysore, where 
a 1®y on producers has been in operation, a levy on dealers 
was imposed in Punjab, Madhya Pradesh, Rajasthan and 

Uttar Pradesh during 197 2-7 3. A suitable package of devices 
has to be worked out for more effective results in the future. 

3.23 In Maharashtra, monopoly procurement of jowar, which 
is the only major coarse cereal subject to this system, has 
yielded a dimishing quantity in recent years: 
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1968-69 

27 5 

1969-70 

195 

197 0-71 

62 

197 1-7 2 

33 


The monopoly procurer! ent scheme which is operated in 
Maharashtra, is subject to several loopholes* Lately, it 
has been yielding rather meagre results. 

3. 24 In Mysore, too, jowar is the only major coarse 
cereal subject to procurement. The results achieved in 
Mysore by levy on producers are even more insignificant than 
by monopoly procurement in Maharashtra. As shown below, 
the quantity procured is not even a chicken food. 

(000 tonnes) 


1969-69 20 

1969-7 Q 8 

197 0-71 2 

197 1-7 2' 3 


3.25 When the take-over of wheat and rice is established, 
it will be necessary to extend this also to coarse grains, 

inter alia, with a view to avoiding the possibility of 
inter-crop disto rations through switch over of area to ccarse 
cereals* Otherwise, in these circumstances, it would be 
conducive to more efficient management of the food economy, 
in good as well as. bad years, if wholesale trade in all 
cereals is in public hands. It is, however, necessary to 
work out adequate arrangements for procurement for the 
period till such time when the, conditions are considered 
ripe for the take over. For this period, in the light of 
past experience and the production characteristics of coarse 
cereals mentioned earlier, we would suggest a combination 
of an adequate support and procurement price and an appro- 
priate levy as the basic system of procurement. It may be 
left to the individual State Government decide, in the light 
of their circumstances and capabilities, where to have a 
levy and, if so, whether to have it on traders or on farmers 
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or a suitable combination of the two. In making this 
choice, the States, will no doubt, have to t ake into account 
the system adoptee! by them for wheat and rice. 

3.26 In poor crop years, the procurement price may be 
fixed at .an appropriately higher level than the support 
price. The support proce may be indicated at the beginning 
of the sowing season while the procurement price may be 
announced only when the crop prospects are reasonably clear. 
The success of this system will depend, firstly, on an 
adequate support price. It must be an effective and not a 
mere paper price. In other words, it must be fixed at a 
level which the market price is like to come down to in a 
good crop year. While the support price may be related to 
the cost of production, in estimating the former the various 
cost elements may be allowed on a rather liberal basis. 
Moreover, the costs may be estimated, not in reference to a 
good crop year, but an average of good, bad and normal years. 
Coarse cereals are mostly grown in dry regions which, for 
want of adequate irrigation facilities, are poor and backward, 
A liberal support price will also serve the ends of social 
justice and provide some relief to areas that have not so far 
had their due chare in economic development. In the rela- 
tively well off wheat growing regions, an adequate price for 
coarse cereals will also provide an .added incentive to expand 
area under khariff cereals. In these regions, because of 
climate, reasons, kharif cereals, for example maize, often 
involve higher costs of cultivation p.^r hectare than wheat 
in rabi. This factor must be taken into account in fixing 
the support price for coarse cereals if the wheat growing 
regions are to be encouraged to put in extra effort into 
growing Kharif cereals as a second crop in lends which are 
hot suitable for rice. 





3.27 The procurement price maY.be looked upon mainly as a 
device for procurement. In line with this concept, the 
procurement price may be fixed only after the crop prospects 
a r~ e qpite clear. In poor seasons, .it would need to he fixed 
at a level appropriately higher compared to the support 
price. In good seasons, .the procurement price need not be 
fixed at a level higher than the support price. The fact 
that the output of coarse cereals is subject to wide fluc- 
tuations means that,, in good years, the output c a n be much 
• above the normal. *his, given an adequate price, should 
make it possible to procure large quantities at the support 
price. No such opportunity should be allowed to go waste 
for want of adequate preparations for procurement. 

3 28 While adequate support and procurement prices may 
help to procure substantial quantities of coarse cereals 
in a good crop "season, for pushing up procurement to the 
levels envisaged above, an element of compulsion will .also 
be necessary. This would be even more necessary in a poor 
crop year when , unless the procurement price is fixed^at 
a n inordinately high level, voluntary procurement is likely 
to be very inadequate. In the context of the production 
characteristics of coarse cereals, an. element of compulsion 
may be provided by a levy as discussed above. 

3.29 Where a levy on traders is resorted to, its success 
will depend, apart from a high order of honestly and effic- 
iency on the part of personnel of public procurement agencies, 
on existence of widespread and efficient system of regulate- 
markets. In several of the main producing States, a 
fairly good system of regulated markets already exists. In 
others this will have to be created as a matter of high 
priority. It is only this way that it can be ensured that 
a high proportion the marketable surplus actually ,.rriVv.s 
in markets and is either directly purchased by the. public 
agencies or, at least, becomes subject to the levy on tra ers 
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s tatement 3. 2 


.,,^. np and output of Coarse Cereals for the 

Average artia AC n + no 

trlannium ending 1964-65 ana 197 1-/2 


Area 

(Lakh hect ares) 
Triennium Ending 
1 964-65 197 1-7 2 


1 . Andhra P r ad e sh 

2. Assam 

3. Bihar 

4. Gujarat 

5. Haryana 

6. Madhya Pradesh 

7 . Maharashtra 

8 . My so re 

9. Orissa 

10 . Pun j ab 

11. Rpjasthan 

12. Tamil Nadu 

13. Uttar Pradesh 

14. West Bengal 

All India 


47 . 1 

44.5 

0.3 

0. 3 

16.0 

15.8 

33. 1 

35.6 

— 

13. 3 

43. 1 

48.7 

8 2.9 

8 2.6 

50.4 

47.9 

1.5 

4.0 

18.9 - 

8.0 

68.0 

7 2.9 

20. 3 

20.0 

53. 3 

53.4 

1.2 

1. 3 

441.9 

455.8 


P ro clue tion 
(Lakh tonnes )_ 
T ri ennium sn di n g 
1964-65 197 1-7 2 

3 ”” ^ 


25. 2 
0.1 
12.1 

16.4 

26.4 

40.4 

26.0 

1.0 
11.8 
26. 2 

15.9 

37 . 9 
0.7 

2 45.7 


21.8 
0 . 2 

10.5 

24.7 

9.6 

25.5 
31.3 

33.0 

2.8 

11 . 2 

34.1 

15.7 
34.9 

1. 1 

27 4-1 


-1 
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Statement. 3. 3 



Area and Production of Jowar, 
for the Triennium ending 1964-65 

Average 
and 197 1 

-7_2 







State 

Area 

(Lakh Hectares) 

(Lakh 

due tion 
Tonnes) 


Tri ennium 
’1964-65 

ending 

197 1-7“ 2 

Triennium 

1964-65 

ending 
197 1-7 2 


0 

1 

2 

3 

4 

1. 

Andhra Pradesh 

25.9 

25.9 

13. 2 

11. 4 

2. 

Bihar 

0. 1 

0.1 

0.1 

- 

' 3® 

Gujarat 

14. 9 

12.8 

4. 3 

4. 6 

4 » 

5. 

Haryana $ 

Punjab f 

3. 1 

2.1 

0.5 

0.5 

6. 

Madhya 'Pradesh 

20. 5 

22. 2 

15. 3 

13.6 

7. 

Maharashtra 

61. 2 

60. 1 

32.7 

■ 22.5 

8. 

Mysore 

30. 2 

27. 2 

14. 4 

19.0 

9. 

Orissa 

0. 1 

0. 2 

- 

■ 0. 1 

xQ . 

Rajasthan 

11.4 / 

11.0 

3.7 

■ 4.1 

11. 

Tamil Nadu 

7.5 

7.2 

5.7 

5.5 

12. 

Uttar Pradesh 

8.8 

6.9 

5.6 

- 3.9 


All India 

18 2.8 

17 5.9 

95.4 

85. 3 
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Statement 3. 4 

area and production of Bajr a, Average for ‘the 

Triennium ending 1964-65 ana 1911-12. 


State 


(Lakh hectares) ^Lakh^ormes} — 

Triennium ending Triennium ending 
P96 4-65 197 1-7 2 196 4-65 197 1-7 2 


— — . 

0 

1 

2 

3 

4 

1 * 

.Andhra Pradesh 

6.5 

5.6' 

3. 2 

2.8 

2* 

Bihar 

0. 2 

0. 1 

0. 1 

0.1 

3. 

Gujarat 

14.4 

CD 

o 

7.3 

14.4 

4. 

Maryana t 

8.5 

10.7 

3.3 

8.6 

5. 

6 . 

pun j ab | 

Madhya Pradesh 

1.9 

2.4 

1.4 

1.4 

7 . 

Maharashtra 

17 .1 

17.7 

5.0 

6.0 

8. 

My so r e 

6.0 

5. 3 

1.3 

2* 2 


9. 

10 . 

11 . 

12 . 


Orissa 
Rajasthan 
Tamil Nadu 
Uttar Pradesh 

All India 


0.1 
44. 5 
4. 5 
10. 3 

113.0 


48.7 

4.8 

10.3 

123.9 


10. 2 
3.0 
6 . 1 

41. 2_ 


16. 2 
3. 2 
7. § 

62.4 
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Statgment 3.5 

Area and production of Maize, Average for the 
Triennium ending 196 4.6 5 and 197 1-7 2 



State 

Area 

(L akh hec ta 

Triennium 

1964-65 

res). 

ending 

197 1-7 2 

Production 
(Le.kh tonnes) 

T ri an nium end ing 

196 4-65 197 1-7 2 


0 

1 

2 

3 

4 

1. 

Andhra Pradesh 

2.1 

2.4 

1.9 

3.0 

2. 

Assam 

0. 2 

0. 3 

0, 1 

0.1 

3. 

Bihar 

8.0 

9. 2 

7.9 

7.0 

4. 

Gu jarat 

2. 3 

2.8 

2.8 

3.9 

5. 

6. 

Haryana v 
Punjab | 

5.5 

6.6 

6.4 

'9.9 

7. 

Madhya Pradesh 

4.9, 

6.0 

5.4 

5.0 

8. 

Maharashtra. 

0. 3 

C.4 

0. 2 

0. 4 

9. 

My so re 

0. 2 

0.7 

0.1 

2. 1 

O 

« 

0 ri s s a 

0.2 

0.8 

0.2 

0.6 

n. 

Rajasthan 

6. 

7.7 

.7.2 

7.3 

« 

CM 

y~4 

Tamil Nadu 

- 

0.1 

— 

0. 1 

13. 

Uttar Pradesh 

10.9 

15.0 

8.9 

12.8 

14. 

West Bengal 

0.5 

0.5 

0.4 

9 

o 


All India 

46.1 

57.8 

46 . X 

6Q « 6 
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Statem cn t 3.6 


Area and Production of .Ragi. *.v«rey. for th! 
Trienniura ending 1964-65 1 


State 


0 


Area 

( Lakh hectares ), 

Trienniura ending 

1964-65 1971-7 2 l96*-t>5 


production 

(Lakh ,.tonnes)_ 

ending 
197 1-7 2 


jjidhra Pradesh 

Bihar 

Gujarat 

Kerala 

Madhya Pradesh 
Maharashtra 

My so re 
Orissa 
Tamil Nadu 
Uttar Pradesh 
West Bengal 


1. 

2 . 

3. 

4. 

5. 

6 . 

7 . 

. 8 . 

9- 

10 . 

11. 


*11 T r -’. -3 A 


1 

2 

3 

3.4 

2.9 

2.9 

1.8 

1.6 

1.0 

' 0.7 

0.5 

0.6 

0.1 

0. 1 

0* 1 

O 

• 

to 

0* 2 

— 

2.3 

2.2 

1.7 

10.8 

10.5 

8.7 

0r7 

1.5 

0.4 

3.3 

3.1 

3.5 

1.8 

2.6 

1.4 

0. 1 

0. 1 


25. 2 

25.5 

20.3 


2.5 
0*8 
0.5 
0 . 1 
0 . 1 

1.7 

8.8 
1.4 
3. 2 
2. 3 
0. 1 

* c 
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Statesmen • 


1.7 


Area and production of Small Millets, Average for 



the Trienniurn . 

ending 196 4- 

-65 and 197 

1-7 2 



State 

Area 

(Lakh hect: 

ares) 

Prc 

(Lakh 

i due tion 


Trienniurn 

1964-65 

an din g 
197 1-7 2 

T ri ennium 
196 4-65 

an din a 

197 1-7 2 


0 

1 

2 

3 

4 

1. 

Andhra Pradesh 

9.7 

7.7 

4.0 

2. 1 

2. 

Assam 

0. 1 . 

0. 1 

- 


3. 

Bihar 

2. 2 . 

2. 2 

1.0 

1.0 

4. 

Gu j arat 

1.8 

1.5 

1.4 

1.3 

5. 

6. 

Haryana % 
Punjab f 

0.2 

0. 2 

■ - 

- 

7. 

Kerala 

0. 1 

0. 1 

- 

- ■ 

8. 

Madhya Pradesh 

13.9 • 

16. 3 

3.0 

3.8 

9. 

Maharashtra 

2.0 ' 

2. 1 

0.8 

0.8 

10. 

Mysore 

4. 3 ' 

4. 2 

1.4 

0.9 - 

11. 

Orissa 

0.5 

1.6 

0.3.. 

. 0.6 

12. 

Raj as than 

0.8 

0.7 

0. 3 

0. 3 

13. 

Tamil Nadu 

4.9 

4.8 

3.8 

3.6 

14. 

Uttar Pradesh ' 

5.6 

4.9 

2.9 

2*r8 

• 

If) 

tH 

West Bengal 

0. 1 

0.1 

- 

0. 1 


Al 1 Ia«i a 

46.5 

46.8 

19.5 

17.7 
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Statement. 3.8 


Area and production of Barley, average tor 
the Triennial ending 1964-6 5 and 197 It-7 2 



State 

Area 

(Lakh . hect: 

ares) 

P rccuc tion 
(Lakh tonnes) 



Triennium 

1964—65 

ending 

197 1-7 2 

Triennium 

1964-65 

ending 

197 1-7 2 


0 

1 

n 

3. 

4 

1. 

Bihar 

3.4 

2.5 

2. 1 

1.6 

2. 

Gil J 3 . XT ri 

- 

0. 1 

- 

V 

3. 

4. 

Haryana 1 
Punjab * 

1.5 

1.7 

1.4 

2.0 

5. 

Madhy a P r ade sh 1.6 

1.7 

1. 3 

1.6 

6. 

Raj asthan 

4.4 

4.8 

4.8 

6.2 

7. 

Uttar Pradesh 

15.9 

13.7 

13.0 

14.1 

8. 

West Bengal 

0.4 

0.6 

0. 2 

0.5 


All India 

28. 3 

25.8 

23. 3 

26.7 


r 
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SOME ASPECTS OF PUBLIC DISTRIBUTION OF FOODGRAj.No 

IN INDIA 

P.S,' George 

A3 EN Cl ES INVOLVED AID 
THEIR FUNCTIONS 

The Government of India, State Government, - and a 
number of other agencies are involved in arranging 
procurement, movement, storage and distribution. At the 
Central level, the department of food provides policy 
directions and general supervision, and the Food Corpora- 
tion of India (FCl) handles the procurement, imports, 
storage and distribution. The procurement and sales 
price of foodgrains from the central pool are determined 
by the Central Government on the termir the Central 
Government on the basis of recommendations from the 
Agricultural prices Commission and views expressed by 
the National- Development Council® 

Some of the state corporations act as agents of 
the FCI for procurement and internal distribution. Many 
State Governments have their own Food and Civil Supplies 
departments. In some areas producer co-operative 
societies are involved in procurement, and consumer 
co-operative societies are involved' in distribution. 
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. In recent years procurement h as „ 
mainly under . " oS Dean undertaken 

the government 'had However, when 

tor pubi r: ^V° ° btainin9 ade « ate 

as monopoly procurement levy on ' C ° mpUlS0 ^ "»<*s sud 
trade, and Pre-emption Ia - mers , mil1 ^ and 

different -tea had uses 

Cha " 9ed th ^ -hods from ^ 

During 1977 ther . 

on movement of foodgrains b y " SqU ® nt restrictions 
states or even between regi onf^ ^ betwesn 

regulations were created primarily V the 20nin 9 
convenience of procurement Z f ° * ^ ad "inistrative 
during 1977 had enabled the aCCUmulated inventor 

movement restrictions. ^ ® nt b o remove all 

In certain cases the Fq ar . + 

or both procurement and distributi ^ ^ lVh ° lssaIe agent 
foodgrains are distributed ^ ^ W. 

snown a s fair Drice sh noensed retail shop 

coverage of fair price shoos and S T- ^ 9Xtent of 

rrom these shops are deterL ned b v tT ^ ^ ***»»„ 

D ‘ S tr5ns P°rt charges, commission to 1'^° 9 ° Vsrnme nts. 
Pfrce of foodgrains at thi “ 1 ° ^ ^ ta ilers, and 

flX6d by tha state governments ^ retaU ^Is are 



Procurement: Durino +h 

Procurement ha. ® last twenty years the , 

hao racorded a substaot: , . h voluK e of 

H°n tonnes « 1963-64 to. 15 5^,6 - ^ 1-1 

15.5 miliiop tonnes in 1983 _ 
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consisting of about 7.0 million tonnes of rice, 8.3 

x and n 9 million tonnes of coarse 

million tonnes of wheat ana u .z max 

grains. 


Rice accounted for the major share of the total^ 
procurement during the early sixties, but towards eariy 
seventies wheat procurement exceeded rice procurement. 
While procurement of rice accounted for 2.8 per cent of 
rice production in 1963-64, this has gone u P to about 15 
per cent in 1983-84. Wheat procurement increased from 
one per cent . of production in 1963-64 to about 19 per 
cent’ in 1983-84. For all foodgrains the share of procure- 
ment in- the total production increased from 1.4 per cent 
in 1963-64 to about 11 per cent in 1983-84. 


During ' 1980-81 about 35 per cent of the market 
arrivals of rice was procured by government agencies, 
and wheat procurement was about 60 per cent of market 
arrivals of wheat. 

About 2/3 of the wheat procurement in India came from 
Punjab, Haryana U6.9 par cent. in 1983-84)- and Uttar 
Pradesh (17.4 per cent in 1983-84) were the other _ 

important states accounting for wheat procurement. Punjab 
was also a major contributor of rice procurement with a 
share of about 48 per cent in 1983-84. 

About half the production of wheat in Punjab was 
procured by the government agencies, and the share of 
rice procurement in the total production was over 80 per 

cent . 


During the sixties and early seventies, the govern- 
ment announced minimum support prices were in the nature 
of a long term guarantee to the producers, and the 
procurement prices 'were the prices at which the required 
quantities for maintaining the public distribution system 
and for building up buffer stocks were actually purchased. 
From the mid-seventies, the practice of announcing the 
minimum support prices was given up mainly because all 
quantities offered for sale were purchased at the 
procurement price. 

The procurement price of wheat increased from 
Rs.540 per tonne during 1965-66 to Rs. 1,510 pertonne 
during 1983-84. The procurement price of paddy increased 
from Rs. 400 par tonne during 1965-66 to Rs. 1,329 per tonne 
by 1983-84. 

The farm-harvest price in many states had been 
higher than the procurement price. Punjab (a non-rice - 
consuming state) was the only exception where the farm- 
harvest price of paddy was more or less the same as the 
procurement price. In Punjab, the gap between the market 
price of wheat and its procurement price was narrow. A 
large proportion of the annual variations in wheat procure- 
ment was explained by wheat production levels. However, 
in the case of rice, production levels accounted for only 
a small percentage of the variations in procurement levels. 

Offtake* In 1981 there were about 0.28 million fair 
price shops which represented an increase of 133 per cent 
over 1971. The estimated coverage of these shops was 660 
million persons, and on an average each shop catered to 
2,335 persons. 


,u ,, the Off take from the fair 

During the sa.xto.es, me ui . in 

price shops reached a peak level of 14 mU ^ on ^ 

1966. The improved availability of fooagroxns x * 
o P en market during the subsequent years had reduced 
dependence on the ration shops, but rnrougnuut the 
seventies, the total annual off take remained aroun 
10 million tonnes. The offtake again went up in -he 
1980s touching a record level of tf.2 ^ ’• onnM 
1983. 

, o or , -n^ior share of the foodgrains 
Wheat accounted for a major sn.art _ 

distributed through the fair rice^shops. ^During ^ 

Si Sl S dIst^S n 9 Uem remained around 3.8 billon 
public distribution y bject to . vd de annual 

tonnes, the offtake of wheat was sudjcc- . 

fluctuations ranging b3 ^ ee ^* 4 rice was 

and 8.1 million tonnes m^i9 • and wheat 

stepp ed up during o'f Sht million tonnes 

over *. ^ 

.. u .n . 4 ... -pice ana wheat raxna 

of the relative availability of nc 

than consumer preference. 

Maharashtra, West Bengal, TamU Nadu 

accounted for about half the vol ^e major cities of 

the publi distribotion^sysuem. ^ Bengal) and Madras 

Bombay (Maharashtra), '-alcut a K offtake in . 

(Tamil Nadu) accounted for a magor share o. 
these states. The extended coverage o pu 
4 -TAn n f foodarans* 
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From 1966 to 1983, though the annual off taken 
ranged between 7.8 million tonnes in 1971 and 16.2 million 
tonnes in 1983, the range was very small in West Bengal 
and Kerala* The variations in Maharashtra and Tamil Nadu 
were also within 30 per cent of the low offtake. Thus 
the offtake from the public distribution system remained 
more or .less stable in urban areas and in areas with heavy 
deficits, and in the other areas dependence on the 
public distribution was only during preriods of shortages. 

TABLE 1 

SUBSIDY INCURRED BY GOVERNMENT OF INDIA 1972-73 to 1984-85 


Million rupees) 


Year 

Consumer 

Co st o f 

Total 


Subsidy 

• Buffer 

Stock 


1972-73 



1, 170 

1973-74 



2,500 

1974-75 



2,725 

1975-76 



4,037 

1976-77 



4,000 

1977-78 

2,999 

2,630 

5,629 

1978-79 

2,955 

2,628 

5, 593 

1979-80 

3,242 

2,653 

5,895 

1980-81 

4,859 

• 1,761 

6,620 

1931-82 



7,000 

1982-83 



6,110 

1983-84 



8,350 

1984-85 
( bu dg et ) 



8, 550 
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Tn 1981, the average annual per capita suppl/ of 
foodgrains through the public distribution sysrem (P3o) 
in India was 22 kgs with arrange 6 kgs in Hagasthan to 

47 kgs in Kerala. 

. x -fmrinraips from the ration shops 
The issue price of foodgrains xrc _ 

, . 4-uo cfa+e Governments taking into acc<- 
-• s determined by the std..e gov.i 

f feedgrains from the central pool and 


t'hp -issue price of icwy-u. — 

” j. Vn-rmallv the state governments 

the operating costs, normally 

recovered their full cost from the consumers. 

, , . ^ „r -riro and wheat indicated 

. The open market prices of no. and 

i a rri regional variations. In general, 
sub-st anti al annual and regie 

the open market prices in the deficit states U a 

were — »* - 
between these two prices Was relatively 

surplus areas e.g. Punjab). 

The monthly offtake of cereals from the PD 

influenced by the issue prices of rice and w ea , - 
influenced y rere als. The offtake ol wheat 

the open market pne o • ce price 

from the PDS increased with the increase m nee p.ice 

in the fair price shops and the ratio between c w 

prices at the open market and fair price shops nl^ ^ 

decreased with the increase an h pn ce o P m<j 

in the fari price shops. The offtake of no 
by availability factors. 


COST OF PUBLIC DISTRIBUTION 


The cost of public distribution consists of both 

direct and indirect items ^7^ th . Central and 

consists of cash expenditures incur. 
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state Governments, The indirect items consist of a 
number of elements such as the concessional rates of 
interest on bank loans for foodgrains purchases, 
consumer subsidy at the cost of producers through 

reduced procurement price, and some amount of transfer 
of income. 

Since 'the procurement prices of cerels and their 
isoue prices are fixed by the Central government, the 
FCT has no control over them. During the past, the 
gap between the issue price and procurement price was 
less than the handling cost incurred by the FCI . Further 
the landed cost of imported grains had been higher than ’ 
°he issus -price. The gap -between the costs incurred by 
the FCI and the amount realised through sales (issue Sice 
was met by the government of India as consumer subsidy. 

The cost of operations of the FCI includes the 
handling cost in the movement, storage and distribution of 
-oodgraxns and the cost of carrying stocks. The handling 
cost comprises the transportation charges in moving grains 
to che consuming centres, interest, handling expanses 
incurred at the godowns during the receipt and issue 
storage charges storage and transit loss and administrate, 
overheads. Between 1974-75 and 1980-81, the handling cost, 
havc-^oubled over the 1974-75 rate of Rs. 146 per tonne. ' 
major increase in the costs took place in 1978-79 to 
s.251 per tonne irom the previous .years rate of Rs,148. 
i iG handling cost declined in 1979-80 to Rs. 227 per tonne 
but it went up to Rs.291 in 1980-81. 


The size of the buffer stock maintained by the Fd 
on behalf of the government of India depend on a number 
of factors such as local procurement, imports and offtake 
from the public distribution system. While the Fd .had 
practically no buffer stock during 1974-75, by 1983-84 it 
had a buffer stock of about 7.1 million tonnes of foodgrains 
in addition to the operational stock of 5.1 million 
tonnes. The cost of carrying buffer stocks varied between 
Rs.236 per tonne during 1977-78 and Rs.349 per tonne 
during 1975-76. The difference between cost incured by 
the Fd and the issue price is reimbursed to the Fd as 
consumer subsidy. The government also reimburses the cost 
of carrying buffer stocks. 

The government subsidy increased from Rs.117 crore 
in 1972-73 to Rs.835 crore. in 1983-84. The budget estimates 
for 1984-85 has a provision of Rs.S50 crore towards subsidy. 
While the breakup of the subsidy is not available for the 
period upto 1976-77, data for the subsequent years indicate 
that he consumer subsidy was higher than the cost of 
carrying Buffer stocks. The actual share of these two 
depended on the quantity distributed and the size of the 
buffer stock (Table l) . 

The changes in consumer subsidy reflected the changes 
in procurement prices, procurement costs, handling costs 
and issue prices. The subsidy on imported grains was much 
higher than the subsidy on locally produced grains, mainly 
because from 1973 onwards the world market prices of rice 
and wheat were higher than the domestic procurement prices, 
(price to 1973, the world market price of wheat was below ^ 
the procurement price) . While there was a subsidy on wheat, 



— * 10 


and a net profit from rice prior to 1977-78, from 1977-78 
onwqrds both rice and wheat are subsidised. The gap 
between the consumer subsidy on wheat and rice indicated 
a declining tendency over the years. 

The -budget estimates for 1984-85 assumes the economic 
cost per quintal inclusive of cost of sales of foodgrains 
(purchase, procurement incidentals, and distribution cost) 
for rice at Rs.269.45 against Rs.241.12 in 1983-84. For 
wheat the economic cost per quintal is placed at Rs.220.19 
against Rs.202.28. The budget estimates for consumer 
subsidy per quintal of rice is Rs.15.87 in 1984.85 against 
Rs.40.83 in 1983.84, and for wheat Rs.31.34 against; 

Rs. 30.72. (Table 2) . 

TABLE 2 

RATES OF CONSUMER SUBSIDY INCURRED BY THE GOVERNMENT OF INDIA 
■ ■ • (Rs. /tonnes) ■ • 


Year 

Whe 

~4- 
a u 

Rice 

All 


• Local 

Imported 

(Local) 

Commodities 

1973-74 ‘ 

165.9 

587.1 

(-) 19.5 


1974-75 

16.9 

553.3 

(-) 53.7 


1975-76 

107.4 

408.2 

(-) 31.5 

264.1 

1976-77 

116.8 

420.5 

(-) 73.2 

207.4 

1977-73 

316.3 

- 

92.1 

271.9 

1978-79 

327.2 

- 

190.6 

297.8 

1979-80 

281.4 

- 

177 . 1 

246.8 

1980-81 

402.0 


340.3 - 

376.6 

1983-85 

307.2 

- 

408.3 . 


1985-8 a 

313.4 

- 

458.7 


lifts dget*) 




• • - 

m £ 4MV ' ’ «*** MM 

V - ’ \ 






Hots: negative sign indicat 

es net gain. 



INDIRECT SUBSIDY 


The FCI gets loans at concessional rates of 
interest for foodgrain trade* Further, working capital 
is provided by the government at concessional rates* 

An estimate. of the int ere st . subsidy gained by the FCI 
during 1980—81 ns shout Rs*95 cro ros # 

The consumer subsidy met by the producers is the 
difference between what the producers might have obtained 
in the absence of the public distribution system and what 
they have actually received under the existing marketing 
arrangement, the measurement of this involves a number of 
assumptions. 

Whether or not there is a subsidy by the farmersis 
determined by the extent to which the price in the aosence 
of the public distribution system differs- from the weighted 
average price received by the farmers from the open market 
sales and sales to the government. It has been pointed out 
that the weighted average price received by the farmers 
from sales to the government and the open market is not 
less than what they would have received in the absence of 
procurement. The findings of some empirical studies 
indicated that in the very short run case of inelastic 
supply, government procurement through levy may increase 
average producer price and Income over the free market 
equilibrium. This is particularly true when procurement 
is made under price support operations in the surplus 
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The equivalence of the open market price in the 
absence of the PDS with the weighted price realised by 
ji the farmers implies that the consumers wh„ purchase from 

j the open market incur extra payments on account of the 

public distribution. It is estimated that the additional 
payment by the consumers on the open market purchases 
during 1980-81 was 992 million rupees. 

It is difficult to answer the question of disincen- 
tives for producers introduced by procurement prices. It 
has been argued that government intervention was a major 
reason for agriculture’ s poor performance. However there 
are a number of counter arguments for this based on the 
fluctuations in world market prices, lags in production 
adjustments, inflationary nature of higher food prices and 
the large government subsidy on inputs, expecially 
fertilisers. When the weighted average price is not less 
than the market equilibrium prices, as indcated in the 
empirical studies, the farmers do not incur any income 
loss. 

Data on cost of production in the major wheat produc- 
ing areas indicated that the procurement price was above 
the cost of production. The procurement price of paddy 
' was very close to the cost of -production in major paddy -< 

producing states. The output-input ratio at the procure- 
ment prices were more favourable to the wheat producers. 

■ However this was partially off set because (i) the procure- 

ment of paddy formed a much smaller percentage of production 
as compared to wheat and (ii) the gap between the market 
price and procurement price was much wider for paddy than 
■- for wheat. ' 1 ' 





Data on profitability of input use, particularly 
fertilisers indicated good returns on investment at the 
procurement price level. Since the procurement price 
has effectively become the minimum support price, it 
prevides some stability in the farmer f s expected pri®e. 
Considering all these factors, it is possible to conclude 
that the procurement price did not offer any major 
disincentives for farmers. 

BENEFITS OF PUBLIC DISTRIBUTION 


The objectives of the government interventions can 
be synthesised from various sources as (a) stability in 
availability of foodgrains, (b) stability in prices and 
(c) equity in distribution. 

The coefficient of variations of availability of 
foodgrains remained stable over the last 20 years, in 
spite of unstable production. There' had been substantial 
variarions in prices over time and over regions. The 
equity considerations -involved in the public distribution 
is reflected in inter-regional transfer of Income and 
inter-income group transfers. 

In the absence of data on the quantities distributed 
in the urban and rural areas some estimates are made. 

Among the major areas accounting for the public distribution 
in west Bengal 54 per cent of the quantity was distributed 
in the statutory rationing area of Calcutta and rest was In 
the modified rationing areas, mainly in the urban cen teres. 
Bombay city In Maharashtra and Madras City in Tamil Nadu 
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accounted for the major shares of the quantities distribu- 
ted in these two states. The volume distributed in the 
Union Territory of Delhi was also substantial. Kerala and 
Jammu and Kashmir were the only two states where the 
gfftake from the rural areas had been substantial. Thus 
it is estimated that the offtake in the urban areas was 
about 85 per cent of the total offtake from the public 
distribution. • • 

In the absence of reliable data on the economic 
status of buyers from the fair price shops, data from 
available cross section surveys are used to obtain rough 
estimates of the effects of rationing. The results of 
some consumer surveys indicated the pattern of distribution 
In Table 3. 


TABLE 3 

PERCENTAGE DISTRIBUTION OF KDOD3 RAINS IN KERALA 
GUJARAT AND TAMIL NADU 


Annual Family 
income 

■ ■ (&s) 

Percentage 

of Foodgrains 

Distributed 

Kerala 

Gujarat 

Tamil Nadu 

Upto Rs .3, 600 

86 .8(59) 

56.6(57) 

50 (65) 

3,600 - 4,800 

7.6(20) 

23.5(25) 

20 (22) 

Above 4,800 

5.6(21) 

19.9(10) 

30 (13) 


Note: Figures in parenthesis correspond to the percentage 
of population . J 
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The situation in West Bengal, Maharashtra and Delhi . 
which account for a major share of the quantities distribu- 
ted through the public distribution system is likely to 
fall within the range indicated for Kerala, Gujarat and. 
Tamil Nadu. Therefore, the distribution of foodgrains 
among the various income groups is estimated to be 65 per 
cent in the. category- with an annual family income below 
Rs*3,600, 20 per cent in the category of Rs.3,600 - 4,800 
and 15 per cent in the category of above Rs .4,800. 

As in the case of loss in farm income, the crucial 
variable for determining consumers gains is the pri *e 
level in the absence of public distribution. The market 
clearing rate in the absence of rationing will be below 
the level of open market prices when rationing existed. 
Using data on the price and quantities 'handled through 
ration shops and open market, as estimate of the market 
clearing rate was obtained and this was used to estimate 
the gains to the consumers. 

The net gains have two components - on corresponding 
to the purchases from the ration shops and the other 
co responding to the open market purchases. When rationing 
is abolished, under the resulting open market prices, 
there will be additional expenses for the buyers from the 
open market. Their magnitudes during 1980-81 can be 
obtained as follows: 

(Rs. Crore) 

(A) Actual Payment 

(A l) Ration purchases 2,059 

(A 2) Open market 3,247 

(A 3) Total 5,306 
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(b) Ration Goods valued at open market price 


(B l) Value of ration quantity 2,933 

(B 2) Open market quantity 3,247 

(B 3) Total 6,180 

Gains (B 3) -(A 3) 874 


(c) Ration Goods valued at market clearing rate 


(0 l) Value of ration quantity 2,849 

(C 2) Open market 3,148 

(C 3) Total 5,997 

% ' 

Addl payment on ration quantity(C 1-A l) 790 

Savings on open market quantity(C 2-A 2) -99 

Net additional payment C 3-A 3) 691 


Thus if rationing was abolished, the quantities purchased 
from the ration shops would have involved an additional 
expenditure of-Rs.790 crore and at the same time there 
would be reduction of Rs.99 crore in the cost of open 
market purchases, the net result being a gain of Rs.691 
crores. The existing dual markets consisting of public 
distribution and open market purchase to provide a ration • 
income of Rs«790 crore to the buyers from the ration shops. 

• Since 65 per cent of the ration quantities go to 
house-hold with an annual income of less than Rs.3,600 
the ration income to this group accounts for about Rs.514 
crore# 

BENEFIT 03 ST RATIO 

Both the benefits and costs of public distribution 
are largely sensitive to a number of as sumptions used. 



Therefore conventional methods of estimating costs and 
benefits with and without the intervention may lead to 
different conclusions. 

The direct fiscal cost of the public distribution 
is the consumer subsidy incurred by the Government of 
India and the direct benefit is the ration income( savings 
to the consumers at the open market price) . At the 
1980-81 levels, the estimated consumer subsidy of 4,859 
million rupees and the ration income of 7,900 million 
rupee indicates a benefit cost ration of 1.63. 

When the indirect case are considered, the interests 
subsidy to the Food Corporation of India and the excess 
payment of consumers who obtain their supplies from the 
openmarket become relevant items ox cost. With the 
interest ■ subsidy of Rs.85.4 crore and the excess payment 
of Rs. 99.2 crore on open market purchases the economic 
cost of the public distribution system becomes Rs.680.5 
crore, and this implies a benefit cost ratio of 1 . 16 . 

The impact of public distribution on the nutrition 
levels of the beneficiaries in Kerala and Gujarat was estima 
ted using the data on purchases from the fair price shops, 
the prevailing price levels and the NSS estimates of 
calorie intake. The reduction in the calories levels 
ranged between 46 and 224 in Kerala, and between 178 and 
196 in Gujarat (Table 4 \ 
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TABLE 4 

POSSIBLE REDUCTION IN CALORY INTAKE FROM 
- ■ ABOLITION RATIONING - 


Annual Household 
income 

Calories from 
Cereals 

Percentage 

Decline 

Reduction in" 
Calory consu- 
mption 

At Kerala 





Upto ■ 

600 

777 

17.7 

138 

60j. - 

1200 

1008 

18.1 

182 

1201 - 

2400 

1569 

14.3 

224 

2401 - 

3600 

3600 

4.3 

86 

3601 - 

4800 

2216 

2.2 

49 

Above 

4800 

2441 

1.9 

46 

B: Gujarat 





Upto • 

2400 

1749 

11 

192 

2401 - 

3600 

2103 

9 

189 

3601 - 

4800 

2448 

8 

196 

■ Above 

4800 

2968 ■ ■ 

6 

178 • • 


POLICY IMPLICATIONS 

The public distribution of foodgrains in India 
involved short term policy measures based on a number of 
factors such as local production, consumption requirements and 
international market conditions. When the local production 
is quite unstable, as In many past years. It is important to 
take adequate measures to stabilise availability and 
equitable distribution of available suoplies. 



18 


In situations of scarcity, marginal shortages in 
supply leads to a relatively large increase in food prices, 
and it is often the low income consumers who suffer the most. 
Public distribution of foodgrains in the major cities and 
in some food deficit states introduces a dual price system. 

In the absence of a regular mechanism for food distribution 
in most cities and chronically defict states, the consumers 
have experienced major difficulties in maintaining their 
consumption levels at the levels achieved under rationing. 

The effectiveness of the public distribution system 
will depend on both supply and distribution arrangement. 

On the supply side local procurement is the most important 
source and when the procurement price is close to the open 
market price, he farmers may not resist procurement. In 
the surplus states, such as Punjab and Haryana, where the 
difference between the open market price and the procurement 
price is small, the farmers 1 income loss is negligible. The 
large size of the country, the government control on trans- 
port facilities and the unwillingness of the private trade 
to make massive investments on marketing infrastructure will 
come in the way of operations of free trade. 

On the distribution side, the effectiveness depends 
on a number of factors such proximity of the fair price 
shops, gap between the open market price and ration price, 
interval and regularity of supplies, commodity composition, 
social awareness and existence of physical distribution 
arrangement. 

In. may rural areas, the fair price shops are super- 
fluous in a good crop year because of the easy availability 
at a reasonable price and they sre ineffective in supplying 
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required quantities in a bad year. Therefore to make the 
system effective, it is necessary to formulate appropriate 
strategies to enable the system to survive in both good and 
bad years. The viability of retail outlets could be 
established through a stable minimum volume or by establi- 
shing a tie-up with distribution of other . comodi ties . While 
in a major deficitarea (eg., Kerala) retail outlets for. 
goodgrains alone is viable, in many other rural areas. it 
will benecessary to link up foodgrain distribution with 
other essential commodities. 


The effectiveness of the public distribution to meet 
the consumption requirements of the poor is linked. with 
proper identification of the target groups and minimisation 
of leakages. In India targeting based on family incomes 
has not provided satisfactory results. However, in some 
areas broad exclusion categories based on factors such as. 
land and income tax payment were provided and the quantities 
available through the PDS were restricted to certain 
minimum levels. In the absence of appropriate means tests 
for determining the eligibility criteria, the commodity 
composition and quality of foodgrains distributed through 
the fair price shops have served as indirect criteria for 

targeting . 

The public distribution of foodgrains in India has re- 
sulted in some re-distribution of income. Since the small 
farmers were left out from the levy obligations, whatever 
marked surplus from this category could get the benefit of 
a higher open market price. Because of the subsidy element 
the food deficit areas receive an indirect income transfer • 
from the Central Government. Further, the consumers depend- 
ing on open market purchases (very often the quality 
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conscious higher income groups) , contribute partially 
towards the ration income of consumers who purchase 
foodgrains from the fair price shops. 

Often it is pointed out that a lasting solution 
for proverty is to provide increased employment and income 
opoortunities for the poor. While this is the long term 
solution, in the short run a consumer-oriented food 
subsidy system could a viable approach for increasing the 
nutritional status of the poor. Even within this framework, 
effective management of purchases, sales, imports and 
stocks could reduced the government subsidy. 




